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RE:     Financial Audit of the State Motor Pool Revolving Fund  
 
Dear President Kouchi and Speaker Saiki: 
 
The financial audit of the State Motor Pool Revolving Fund for the fiscal year ended June 30, 
2019, was issued on February 19, 2020.  The Office of the Auditor retained KPMG LLP to 
perform the financial audit.  For your information, we are attaching a copy of the two-page 
Auditor’s Summary of the financial audit report. 
 
You may view the financial audit report and Auditor’s Summary on our website at: 
 
http://files.hawaii.gov/auditor/Reports/2019_Audit/MotorPool2019.pdf; and 
 
http://files.hawaii.gov/auditor/Reports/2019_Audit/MotorPool_Summary_2019.pdf. 
 
If you have any questions about the report, please contact me. 
 

 
Leslie H. Kondo 
State Auditor 
 
LHK:RTS:emo 
Enclosures 
ec/attach (Auditor’s Summary only): Senators 
     Representatives 
     Carol Taniguchi, Senate Chief Clerk 
     Brian Takeshita, House Chief Clerk 
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Auditor’s Summary
Financial Audit of the Department of Accounting and 
General Services, State Motor Pool Revolving Fund
Financial Statements, Fiscal Year Ended June 30, 2019

Financial Highlights
FOR THE FISCAL YEAR ended June 30, 2019, the Fund reported 
total revenues of $2.3 million and total expenses of $2.9 million, 
resulting in a decrease in net position of $600,000 (or 381 percent).  
Motor vehicle rentals and repairs represented 99 percent of the 
Fund’s total revenue and other income represented 1 percent.   
Total expenses of $2.9 million consisted of personnel services of 
$1.3 million, depreciation of $900,000, gas and oil of $300,000, 
repairs and maintenance of $300,000, and other costs of $100,000.

THE PRIMARY PURPOSE of the audit was to form an opinion on the fairness of the presentation of the financial 
statements for the Department of Accounting and General Services, State Motor Pool Revolving Fund, as of and 
for the fiscal year ended June 30, 2019.  The audit was conducted by KPMG LLP.

About the Fund
The State Motor Pool Revolving 
Fund (Fund) was established 
pursuant to Act 77, Session 
Laws of Hawai‘i 1963 (codified 
as Section 105-11, Hawai‘i 
Revised Statutes).  The Fund is 
responsible for providing safe and 
economical transportation for state 
personnel requiring the use of 
passenger vehicles in connection 
with official state business.  All 
moneys collected are used for 
the acquisition, operation, repair, 
maintenance, storage, and 
disposition of all state-owned 
vehicles assigned to the state 
motor pool. 
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As of June 30, 2019, total assets and deferred outflows of resources of $3.7 million were comprised 
of (1) cash and cash equivalents of $900,000, (2) net capital assets of $2 million, and (3) receivables 
and deferred outflows of resources of $800,000.  Total liabilities and deferred inflows of resources of 
$4.6 million were comprised of (1) net pension liability of $2.4 million, (2) net other postemployment 
benefits other than pension of $1.9 million, and (3) other liabilities and deferred inflows of resources 
of $300,000.

Auditors’ Opinion
THE FUND RECEIVED AN UNMODIFIED OPINION that its financial statements were presented fairly, 
in all material respects, in accordance with generally accepted accounting principles. 

Findings
THERE WERE NO REPORTED DEFICIENCIES in internal control over financial reporting that were 
considered to be material weaknesses and no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards.  

For the complete report and financial statements visit our website at:
http://files.hawaii.gov/auditor/Reports/2019_Audit/MotorPool2019.pdf
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7DEOH�RI�&RQWHQWV

3DJH�V�

,QGHSHQGHQW�$XGLWRUV¶ 5HSRUW �±�

0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV �8QDXGLWHG� �±�

%DVLF�)LQDQFLDO�6WDWHPHQWV�

6WDWHPHQW�RI�1HW�3RVLWLRQ�DV�RI�-XQH �������� �

6WDWHPHQW�RI�5HYHQXH��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ�IRU�WKH�\HDU HQGHG�
-XQH ��� ���� �

6WDWHPHQW�RI�&DVK�)ORZV�IRU�WKH�\HDU�HQGHG�-XQH �������� �

1RWHV�WR�)LQDQFLDO�6WDWHPHQWV ��±��

,QGHSHQGHQW�$XGLWRUV¶ 5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ�DQG�RQ�&RPSOLDQFH
DQG�2WKHU�0DWWHUV�%DVHG�RQ�DQ�$XGLW�RI�)LQDQFLDO�6WDWHPHQWV�3HUIRUPHG LQ�$FFRUGDQFH�
ZLWK *RYHUQPHQW�$XGLWLQJ�6WDQGDUGV ��±��



,QGHSHQGHQW�$XGLWRUV¶�5HSRUW�

7KH�$XGLWRU�
6WDWH�RI�+DZDLL��

5HSRUW�RQ�WKH�)LQDQFLDO�6WDWHPHQWV�

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�ILQDQFLDO�VWDWHPHQWV�RI�WKH�6WDWH�0RWRU�3RRO�5HYROYLQJ�)XQG�RI�WKH�
'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��6WDWH�RI�+DZDLL��WKH�)XQG���DV�RI�DQG�IRU�WKH�\HDU�HQGHG�
-XQH�����������DQG�WKH�UHODWHG�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV��DV�OLVWHG�LQ�WKH�WDEOH�RI�FRQWHQWV��

0DQDJHPHQW¶V�5HVSRQVLELOLW\�IRU�WKH�)LQDQFLDO�6WDWHPHQWV�

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKHVH�ILQDQFLDO�VWDWHPHQWV�LQ�
DFFRUGDQFH�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��WKLV�LQFOXGHV�WKH�GHVLJQ��LPSOHPHQWDWLRQ��DQG�
PDLQWHQDQFH�RI�LQWHUQDO�FRQWURO�UHOHYDQW�WR�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�WKDW�DUH�
IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��

$XGLWRUV¶�5HVSRQVLELOLW\�

2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLW��:H�FRQGXFWHG�RXU�
DXGLW�LQ�DFFRUGDQFH�ZLWK�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�DQG�WKH�
VWDQGDUGV�DSSOLFDEOH�WR�ILQDQFLDO�DXGLWV�FRQWDLQHG�LQ�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��LVVXHG�E\�WKH�&RPSWUROOHU�
*HQHUDO�RI�WKH�8QLWHG�6WDWHV� 7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�
DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW�

$Q�DXGLW�LQYROYHV�SHUIRUPLQJ�SURFHGXUHV�WR�REWDLQ�DXGLW�HYLGHQFH�DERXW�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�WKH�
ILQDQFLDO�VWDWHPHQWV��7KH�SURFHGXUHV�VHOHFWHG�GHSHQG�RQ�WKH�DXGLWRUV¶�MXGJPHQW��LQFOXGLQJ�WKH�DVVHVVPHQW�RI�
WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��,Q�PDNLQJ�WKRVH�
ULVN�DVVHVVPHQWV��WKH�DXGLWRU�FRQVLGHUV�LQWHUQDO�FRQWURO�UHOHYDQW�WR�WKH�HQWLW\¶V�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�
RI�WKH�ILQDQFLDO�VWDWHPHQWV�LQ�RUGHU�WR�GHVLJQ�DXGLW�SURFHGXUHV�WKDW�DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV��EXW�
QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�HQWLW\¶V�LQWHUQDO�FRQWURO��$FFRUGLQJO\��ZH�
H[SUHVV�QR�VXFK�RSLQLRQ��$Q�DXGLW�DOVR�LQFOXGHV�HYDOXDWLQJ�WKH�DSSURSULDWHQHVV�RI�DFFRXQWLQJ�SROLFLHV�XVHG�DQG�
WKH�UHDVRQDEOHQHVV�RI�VLJQLILFDQW�DFFRXQWLQJ�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�HYDOXDWLQJ�WKH�RYHUDOO�
SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��

:H�EHOLHYH�WKDW�WKH�DXGLW�HYLGHQFH�ZH�KDYH�REWDLQHG�LV�VXIILFLHQW�DQG�DSSURSULDWH�WR�SURYLGH�D�EDVLV�IRU�RXU�
DXGLW�RSLQLRQ��

2SLQLRQ�

,Q�RXU�RSLQLRQ��WKH�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�
SRVLWLRQ�RI�WKH�6WDWH�0RWRU�3RRO�5HYROYLQJ�)XQG��'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��6WDWH�RI�
+DZDLL��DV�RI�-XQH�����������DQG�WKH�FKDQJHV�LQ�LWV�ILQDQFLDO�SRVLWLRQ�DQG�LWV�FDVK�IORZV�IRU�WKH�\HDU�WKHQ�
HQGHG��LQ�DFFRUGDQFH�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��



��

(PSKDVLV�RI�0DWWHUV�

$V�GLVFXVVHG�LQ�QRWH����WKH�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�RQO\�WKH�)XQG�DQG�GR�QRW�SXUSRUW�WR��DQG�GR�QRW��
SUHVHQW�IDLUO\�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��6WDWH�RI�+DZDLL�DV�RI�
-XQH�����������WKH�FKDQJHV�LQ�LWV�ILQDQFLDO�SRVLWLRQ��RU��ZKHUH�DSSOLFDEOH��LWV�FDVK�IORZV�IRU�WKH�\HDU�WKHQ�HQGHG��
LQ�DFFRUGDQFH�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��2XU�RSLQLRQ�LV�QRW�PRGLILHG�ZLWK�UHVSHFW�WR�
WKLV�PDWWHU��

2WKHU�0DWWHUV�

5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�UHTXLUH�WKDW�WKH�PDQDJHPHQW¶V�GLVFXVVLRQ�DQG�DQDO\VLV�RQ�
SDJHV���WKURXJK���EH�SUHVHQWHG�WR�VXSSOHPHQW�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��6XFK�LQIRUPDWLRQ��DOWKRXJK�QRW�D�
SDUW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��LV�UHTXLUHG�E\�WKH�*RYHUQPHQWDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG�ZKR�
FRQVLGHUV�LW�WR�EH�DQ�HVVHQWLDO�SDUW�RI�ILQDQFLDO�UHSRUWLQJ�IRU�SODFLQJ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�LQ�DQ�
DSSURSULDWH�RSHUDWLRQDO��HFRQRPLF��RU�KLVWRULFDO�FRQWH[W��:H�KDYH�DSSOLHG�FHUWDLQ�OLPLWHG�SURFHGXUHV�WR�WKH�
UHTXLUHG�VXSSOHPHQWDU\�LQIRUPDWLRQ�LQ�DFFRUGDQFH�ZLWK�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�
6WDWHV�RI�$PHULFD��ZKLFK�FRQVLVWHG�RI�LQTXLULHV�RI�PDQDJHPHQW�DERXW�WKH�PHWKRGV�RI�SUHSDULQJ�WKH�LQIRUPDWLRQ�
DQG�FRPSDULQJ�WKH�LQIRUPDWLRQ�IRU�FRQVLVWHQF\�ZLWK�PDQDJHPHQW¶V�UHVSRQVHV�WR�RXU�LQTXLULHV��WKH�EDVLF�
ILQDQFLDO�VWDWHPHQWV��DQG�RWKHU�NQRZOHGJH�ZH�REWDLQHG�GXULQJ�RXU�DXGLW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��:H�
GR�QRW�H[SUHVV�DQ�RSLQLRQ�RU�SURYLGH�DQ\�DVVXUDQFH�RQ�WKH�LQIRUPDWLRQ�EHFDXVH�WKH�OLPLWHG�SURFHGXUHV�GR�QRW�
SURYLGH�XV�ZLWK�VXIILFLHQW�HYLGHQFH�WR�H[SUHVV�DQ�RSLQLRQ�RU�SURYLGH�DQ\�DVVXUDQFH��

2WKHU�5HSRUWLQJ�5HTXLUHG�E\�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV

,Q�DFFRUGDQFH�ZLWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��ZH�KDYH�DOVR�LVVXHG�RXU�UHSRUW�GDWHG�)HEUXDU\����������
RQ�RXU�FRQVLGHUDWLRQ�RI�WKH�)XQG¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�RQ�RXU�WHVWV�RI�LWV�FRPSOLDQFH�
ZLWK�FHUWDLQ�SURYLVLRQV�RI�ODZV��UHJXODWLRQV��FRQWUDFWV��DQG�JUDQW�DJUHHPHQWV�DQG�RWKHU�PDWWHUV��7KH�SXUSRVH�RI�
WKDW�UHSRUW�LV�VROHO\�WR�GHVFULEH�WKH�VFRSH�RI�RXU�WHVWLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�
FRPSOLDQFH�DQG�WKH�UHVXOWV�RI�WKDW�WHVWLQJ��DQG�QRW�WR�SURYLGH�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�)XQG¶V�
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RU�RQ�FRPSOLDQFH��7KDW�UHSRUW�LV�DQ�LQWHJUDO�SDUW�RI�DQ�DXGLW�SHUIRUPHG�LQ�
DFFRUGDQFH�ZLWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�LQ�FRQVLGHULQJ�WKH�)XQG¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�DQG�FRPSOLDQFH��

+RQROXOX��+DZDLL�
)HEUXDU\����������
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0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV��8QDXGLWHG�

-XQH ��������

� �&RQWLQXHG�

7KLV�VHFWLRQ�RI�WKH�DQQXDO�ILQDQFLDO�UHSRUW�SUHVHQWV�DQ�DQDO\VLV�RI�WKH�'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�
6HUYLFHV��6WDWH�0RWRU�3RRO�5HYROYLQJ�)XQG��6WDWH�RI�+DZDLL¶V��WKH )XQG¶V� ILQDQFLDO�SHUIRUPDQFH�GXULQJ�WKH�
ILVFDO�\HDU�HQGHG�-XQH ��������� 3OHDVH�UHDG�LW�LQ�FRQMXQFWLRQ�ZLWK�WKH�ILQDQFLDO�VWDWHPHQWV�WKDW IROORZ�WKLV�
VHFWLRQ�

���� )LQDQFLDO�+LJKOLJKWV

x 7KH�)XQG¶V�QHW�SRVLWLRQ�GHFUHDVHG�E\���������� RU����������DV�FRPSDUHG�WR������

x 7KH�)XQG¶V�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV�ZDV�������������ZKLFK�LQFUHDVHG�E\��������� RU��������DV�
FRPSDUHG�WR������

x 7KH�)XQG¶V�WRWDO�OLDELOLWLHV�ZHUH�������������ZKLFK�LQFUHDVHG�E\��������� RU��������DV�FRPSDUHG�WR������

x 7KH�)XQG¶V�RSHUDWLQJ�UHYHQXHV GHFUHDVHG�E\���������� RU��������DV FRPSDUHG�WR������

5HTXLUHG�)LQDQFLDO�6WDWHPHQWV

7KH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�IXQG�SUHVHQW�LQIRUPDWLRQ�DERXW�WKH�)XQG�DV�D�ZKROH�DQG�LWV�DFWLYLWLHV�DQG�XVHV�
WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ� 7KH�DFFUXDO�EDVLV�ZKLFK�LV�VLPLODU�WR�WKH�DFFRXQWLQJ�EDVLV�XVHG�E\�SULYDWH�
VHFWRU�FRPSDQLHV�UHFRJQL]HV�UHYHQXHV�DQG�H[SHQVHV�UHJDUGOHVV�RI�ZKHQ�FDVK�LV�SDLG�RU�UHFHLYHG�

7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�SURYLGHV�ERWK�VKRUW�WHUP�DQG�ORQJ�WHUP�LQIRUPDWLRQ�DERXW�WKH�)XQG¶V�ILQDQFLDO�
SRVLWLRQ��ZKLFK�UHIOHFWV�WKH�)XQG¶V�HFRQRPLF�FRQGLWLRQ�DW�WKH�HQG�RI�WKH�\HDU�

7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�SURYLGHV��RYHU�WLPH��LQGLFDWRUV�RI�WKH�)XQG¶V�ILQDQFLDO�SRVLWLRQ� 7KH�VWDWHPHQW�RI�
QHW�SRVLWLRQ�LQFOXGHV�DOO�WKH�)XQG¶V�DVVHWV��GHIHUUHG�RXWIORZV�RI�UHVRXUFHV��OLDELOLWLHV� DQG�GHIHUUHG�LQIORZV�RI�
UHVRXUFHV��DQG�SURYLGHV�LQIRUPDWLRQ�DERXW�WKH�QDWXUH�DQG�WKH�DPRXQWV�RI�LQYHVWPHQW�LQ�UHVRXUFHV��DVVHWV��DQG�
REOLJDWLRQV��OLDELOLWLHV��RI�WKH�)XQG�

7KH�VWDWHPHQW�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�SRVLWLRQ�UHIOHFWV WKH�)XQG¶V�FXUUHQW�\HDU�UHYHQXHV�
DQG�H[SHQVHV�UHJDUGOHVV�RI�ZKHQ�FDVK�LV�UHFHLYHG�RU�SDLG�

7KH�VWDWHPHQW�RI�FDVK�IORZV�UHIOHFWV�WKH�IORZ�RI�FDVK�RI�WKH�)XQG�LQ�IRXU�FDWHJRULHV�RU�DFWLYLWLHV��RSHUDWLQJ��
LQYHVWLQJ��FDSLWDO� DQG�QRQFDSLWDO�
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0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV��8QDXGLWHG�

-XQH ��������

� �&RQWLQXHG�

7DEOHV ��DQG���SUHVHQW�D�FRPSDUDWLYH�YLHZ�RI�QHW�SRVLWLRQ�DQG�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�
SRVLWLRQ�DV�RI�-XQH �������� DQG������

7DEOH��
1HW�3RVLWLRQ

�5RXQGHG�WR�QHDUHVW��������

���� ����

$VVHWV�
&XUUHQW�DVVHWV � ��������� ���������
&DSLWDO�DVVHWV��QHW�RI�DFFXPXODWHG�GHSUHFLDWLRQ ��������� ���������

7RWDO�DVVHWV � ��������� ���������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV � ������� �������

/LDELOLWLHV�
&XUUHQW�OLDELOLWLHV � ������� �������
/RQJ�WHUP�OLDELOLWLHV ��������� ���������

7RWDO�OLDELOLWLHV � ��������� ���������

'HIHUUHG�LQIORZV�RI�UHVRXUFHV � ������ ������

1HW�SRVLWLRQ�
1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV � ��������� ���������
8QUHVWULFWHG ������������ ������������

7RWDO�QHW�SRVLWLRQ � ���������� ����������

1HW�SRVLWLRQ RI�WKH�)XQG�GHFUHDVHG�E\ ��������� RU����������LQ������

7KH�QHW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV UHSUHVHQWV�D�ODUJH�SRUWLRQ�RI WKH�)XQG¶V�QHW�SRVLWLRQ�������������RU�
�������LQ����� DQG������������RU��������LQ����� RI�WRWDO�DVVHWV� &DSLWDO�DVVHWV�DUH�XVHG�WR�SURYLGH�YHKLFOHV�
IRU�VWDWH�DJHQFLHV� 7KH�)XQG¶V�LQYHVWPHQW�LQ�LWV�FDSLWDO�DVVHWV�LV�UHSRUWHG�QHW�RI�GHEW� 7KH�UHVRXUFHV�QHHGHG�WR�
UHSD\�WKLV�GHEW�PXVW�EH�SURYLGHG�E\�RWKHU�VRXUFHV��VLQFH�WKH�FDSLWDO�DVVHWV��PDLQO\�WKH�YHKLFOHV��FDQQRW�EH�
XVHG�WR�OLTXLGDWH�WKH�GHEW�

&XUUHQW�DVVHWV�GHFUHDVHG�E\���������� RU�������� LQ������SULPDULO\�GXH�WR�D�GHFUHDVH�LQ�FDVK�DQG�FDVK�
HTXLYDOHQWV�RI�DSSUR[LPDWHO\����������GXH�WR�WKH�DFTXLVLWLRQ�RI�FDSLWDO�DVVHWV�LQ������
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0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV��8QDXGLWHG�

-XQH ��������

� �&RQWLQXHG�

7KH�)XQG¶V�ORQJ�WHUP�OLDELOLWLHV�LQFUHDVHG E\��������� RU������� LQ����� SULPDULO\�GXH�WR�DQ LQFUHDVH LQ�QHW�
SHQVLRQ OLDELOLW\�RI��������� RU�������

7DEOH��
5HYHQXHV��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ

�5RXQGHG�WR�QHDUHVW��������

���� ����

2SHUDWLQJ�UHYHQXHV�
0RWRU�YHKLFOH�UHQWDOV�DQG�UHSDLUV � ��������� ���������

7RWDO�RSHUDWLQJ�UHYHQXHV ��������� ���������

2SHUDWLQJ�H[SHQVH�
*HQHUDO�RSHUDWLQJ�DQG�DGPLQLVWUDWLRQ ��������� ���������
'HSUHFLDWLRQ ������� �������

7RWDO�RSHUDWLQJ�H[SHQVHV ��������� ���������

/RVV�IURP�RSHUDWLRQV ���������� ����������

1RQRSHUDWLQJ�UHYHQXHV ������ �����

/RVV�EHIRUH�WUDQVIHUV ���������� ����������

7UDQVIHUV�RXW�RI�FDSLWDO�DVVHWV ² ²

&KDQJH�LQ�QHW�SRVLWLRQ ���������� ����������

1HW�SRVLWLRQ��EHJLQQLQJ�RI�WKH�\HDU��DV�SUHYLRXVO\�UHSRUWHG ���������� �������
$GMXVWPHQW�IRU�FKDQJH�LQ�DFFRXQWLQJ�SULQFLSOH ² ����������

1HW�SRVLWLRQ��EHJLQQLQJ�RI�WKH�\HDU��DV�UHVWDWHG ���������� �������

1HW�SRVLWLRQ��HQG�RI�WKH�\HDU � ���������� ����������

7KH�)XQG¶V�YHKLFOH�UHQWDO�UDWHV�DUH�HVWDEOLVKHG�XQGHU�WKH�MXULVGLFWLRQ�RI�WKH�&RPSWUROOHU��DV�&KLHI�RI�WKH�
'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV�RU�WKH�&RPSWUROOHU¶V�GHVLJQDWHG�UHSUHVHQWDWLYH��WKH�GLYLVLRQ�
KHDG�RI�WKH�$XWRPRWLYH�0DQDJHPHQW�'LYLVLRQ� 7RWDO�RSHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV�ZHUH�UHODWLYHO\�WKH�
VDPH�LQ����� DV�FRPSDUHG�WR������
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0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV��8QDXGLWHG�

-XQH ��������

�

&DSLWDO�$VVHW�DQG�'HEW�$GPLQLVWUDWLRQ

&DSLWDO�$VVHWV

7KH�)XQG¶V�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV�DPRXQWHG�WR����������� DQG�������������QHW�RI�DFFXPXODWHG�
GHSUHFLDWLRQ�RI����������� DQG����������� LQ����� DQG�������UHVSHFWLYHO\� &DSLWDO�DVVHWV�LQFOXGH�YHKLFOHV��
VKRS�HTXLSPHQW��IXUQLWXUH� DQG�IL[WXUHV�

1HW�FDSLWDO�DVVHWV��URXQGHG�WR�WKH�QHDUHVW���������DUH�DFFRXQWHG�IRU�DV�IROORZV�

���� ����

&DSLWDO�DVVHWV��QHW�RI�DFFXPXODWHG�GHSUHFLDWLRQ�
9HKLFOHV � ��������� ���������
6KRS�HTXLSPHQW��IXUQLWXUH��DQG�IL[WXUHV ������ �������

7RWDO�FDSLWDO�DVVHWV��QHW � ��������� ���������

'HEW�$GPLQLVWUDWLRQ

7KHUH�ZDV�QR�GHEW�DV�RI�-XQH �������� DQG������



STATE OF HAWAII 
DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES 

STATE MOTOR POOL REVOLVING FUND 

Statement of Net Position 

June 30, 2019 

Current assets: 
Cash and cash equivalents 
Motor vehicle receivable, net 
Inventories 

Total current assets 

Noncurrent assets: 
Capital assets, at cost, less accumulated depreciation 

Total assets 

Deferred outflows of resources: 
Deferred outflows related to pensions 
Deferred outflows related to OPEB 

Total deferred outflows of resources 

Current liabilities: 
Accounts payable 
Accrued liabilities 

Total current liabilities 

Noncurrent liabilities: 
Accrued liabilities 
Net OPEB liability 
Net pension liability 

Total noncurrent liabilities 

Total liabilities 

Deferred inflows of resources: 
Deferred inflows related to pensions 
Deferred inflows related to OPEB 

Total deferred inflows of resources 

Net position: 
Invested in capital assets, net of related debt 
Unrestricted 

Total net position 

See accompanying notes to financial statements. 

7 

$ 926,365 
90,294 
17,095 

1,033,754 

1,974,171 

$ 3,007,925 

$ 

====== 

537,709 
186,841 

$ 724,550 
========= 

$ 44,533 
61,888 

106,421 

159,266 
1,874,582 
2,357,465 

4,391,313 

$ 4,497,734 

$ 

====== 

34,636 
37,286 

$ 71,922 
========= 

$ 1,974,171 
(2,811,352) 

$ ==(=8=37:::::::, 1=8=1=) 



STATE OF HAWAII 
DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES 

STATE MOTOR POOL REVOLVING FUND 

Statement of Revenues, Expenses and Changes in Net Position 

Year ended June 30, 2019 

Operating revenues: 
Motor vehicle rentals and repairs 

Total operating revenues 

Operating expenses: 
Personnel services 
Depreciation 
Gas and oil 
Repairs and maintenance 
Others 

Total operating expenses 

Loss from operations 

Nonoperating revenues: 
Net gain on disposition of capital assets 
Interest income 

Total net nonoperating revenues 

Change in net position 

Net position, beginning of the year 

Net position, end of the year 

See accompanying notes to financial statements. 

8 

$ __ 2....;..,2_4_5..;...,4_7_1 _ 

2,245,471 

1,276,909 
918,075 
320,799 
298,809 
122,019 

2,936,611 

(691,140) 

17,223 
10,684 

27,907 

(663,233) 

(173,948) 

$ ==(=8=37:::::::, 1=8=1=) 



STATE OF HAWAII 
DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES 

STATE MOTOR POOL REVOLVING FUND 

Statement of Cash Flows 

Year ended June 30, 2019 

Cash flows from operating activities: 
Receipts from motor vehicle rentals and repairs 
Payments for personnel services 
Payments for gas and oil 
Payments for repairs and maintenance 
Other administrative payments 

Net cash provided by operating activities 

Cash flows from investing activity: 
Interest from pooled funds 

Net cash provided by investing activity 

Cash flows from capital and related financing activities: 
Acquisition of capital assets 
Net proceeds from disposal of capital assets 

Net cash used in capital and related financing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents, beginning of the year 

Cash and cash equivalents, end of the year 

Reconciliation of loss from operations to net cash provided by operating activities: 
Loss from operations 

Adjustments to reconcile income from operations to net cash provided by operating 
activities: 

Depreciation 
Decrease in assets: 

Motor vehicle rental receivable 
Increase (decrease) in liabilities: 

Accounts payable 
Accrued liabilities 
Net deferred outflows/inflows of resources 
Net pension liability 
Net OPEB liability 

Net cash provided by operating activities 

See accompanying notes to financial statements. 

9 

$ 2,383,073 
(1,145,093) 

(303,131) 
(342,137) 
(123,030) 

469,682 

10,684 

10,684 

(927,959) 
17,223 

(910,736) 

(430,370) 

1,356,735 

$ 926,365 
===:::::::::::= 

$ (691,140) 

918,075 

137,602 

(26,671) 
(23,089) 
(40,552) 
162,946 
32,511 

1,160,822 

$ 469,682 
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

-XQH ��������

�� �&RQWLQXHG�

��� 6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV

7KH�6WDWH�0RWRU�3RRO�5HYROYLQJ�)XQG��WKH )XQG� ZDV�HVWDEOLVKHG�SXUVXDQW�WR�$FW�����6HVVLRQ�/DZV�RI�
+DZDLL����� �6HFWLRQ ������ RI�WKH�+DZDLL�5HYLVHG�6WDWXWHV���7KH�)XQG�LV�UHVSRQVLEOH�IRU�SURYLGLQJ�VDIH�
DQG�HFRQRPLFDO�WUDQVSRUWDWLRQ�IRU�WKH�SHUVRQQHO�RI�VWDWH�GHSDUWPHQWV�DQG�DJHQFLHV�UHTXLULQJ�WKH�XVH�RI�
SDVVHQJHU�YHKLFOHV�LQ�FRQQHFWLRQ�ZLWK�RIILFLDO�VWDWH�EXVLQHVV� $OO�PRQLHV�FROOHFWHG�DUH�XVHG�IRU�WKH�
DFTXLVLWLRQ��RSHUDWLRQ��UHSDLU��PDLQWHQDQFH��VWRUDJH��DQG�GLVSRVLWLRQ�RI�DOO�VWDWH�RZQHG�YHKLFOHV�DVVLJQHG�WR�
WKH�6WDWH�0RWRU�3RRO�

7KH�DFFRPSDQ\LQJ ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�8�6� JHQHUDOO\�DFFHSWHG�
DFFRXQWLQJ�SULQFLSOHV��*$$3�� 7KH�*RYHUQPHQWDO $FFRXQWLQJ�6WDQGDUGV�%RDUG��*$6%��LV�WKH�DFFHSWHG�
VWDQGDUG�VHWWLQJ�ERG\�IRU�HVWDEOLVKLQJ�JRYHUQPHQWDO DFFRXQWLQJ�DQG�ILQDQFLDO�UHSRUWLQJ�SULQFLSOHV� 7KH�
PRUH�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�XVHG�E\�WKH�)XQG�DUH�GLVFXVVHG�EHORZ�

�D� %DVLV�RI�$FFRXQWLQJ

7KH�)XQG�LV�DQ�LQWHUQDO�VHUYLFH�IXQG��SURSULHWDU\�IXQG�W\SH�� DV�GHILQHG�E\�*$6%��ZKLFK�XVHV�WKH�IORZ�
RI�HFRQRPLF�UHVRXUFHV PHDVXUHPHQW IRFXV DQG DFFUXDO EDVLV RI DFFRXQWLQJ� DV JHQHUDOO\ DSSOLHG WR�
FRPPHUFLDO�HQWHUSULVHV� 8QGHU�WKLV�PHWKRG��UHYHQXHV�DUH�UHFRUGHG�ZKHQ�HDUQHG�DQG�H[SHQVHV�DUH�
UHFRUGHG�DW�WKH�WLPH�OLDELOLWLHV�DUH�LQFXUUHG�

3URSULHWDU\�)XQGV�GLVWLQJXLVK�RSHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV�IURP�QRQRSHUDWLQJ�LWHPV��2SHUDWLQJ�
UHYHQXHV�DQG�H[SHQVHV�JHQHUDOO\�UHVXOW�IURP�SURYLGLQJ�VHUYLFHV�DQG�SURGXFLQJ�DQG�GHOLYHULQJ JRRGV LQ
FRQQHFWLRQ ZLWK D 3URSULHWDU\ )XQG¶V SULQFLSDO RQJRLQJ RSHUDWLRQV��5HYHQXHV�DQG�H[SHQVHV�QRW�
PHHWLQJ�WKLV�GHILQLWLRQ�DUH�UHSRUWHG�DV�QRQRSHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV�

�E� 5HSRUWLQJ�(QWLW\

7KH�ILQDQFLDO VWDWHPHQWV�UHIOHFW�RQO\�WKH�)XQG¶V�ILQDQFLDO�DFWLYLWLHV��7KH�6WDWH�&RPSWUROOHU�PDLQWDLQV�WKH�
FHQWUDO�DFFRXQWV�IRU�DOO�VWDWH�IXQGV�DQG�SXEOLVKHV�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�6WDWH�RI�+DZDLL��6WDWH��
DQQXDOO\��ZKLFK�LQFOXGH�WKH�)XQG¶V�ILQDQFLDO�DFWLYLWLHV�

�F� 1HW�3RVLWLRQ

1HW�SRVLWLRQ�LV�UHSRUWHG�LQWR�WZR�FDWHJRULHV��QHW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV DQG�XQUHVWULFWHG�

�G� &DVK�DQG�&DVK�(TXLYDOHQWV

7KH�)XQG�FODVVLILHV�LWV�LQYHVWPHQWV�LQ�WKH�6WDWH¶V�LQYHVWPHQW�SRRO �3RRO� DV�FDVK�DQG�FDVK�HTXLYDOHQWV��
UHJDUGOHVV�RI�WKH�XQGHUO\LQJ�PDWXULW\�RI�WKH�3RRO
V LQYHVWPHQWV�DV�WKH�)XQG�FDQ�ZLWKGUDZ�DPRXQWV�IURP�
WKH�3RRO ZLWKRXW�SHQDOW\�RU�QRWLFH��7KH�)XQG�FODVVLILHV�DOO�RWKHU�LQYHVWPHQWV�ZLWK�PDWXULWLHV�RI�WKUHH�
PRQWKV�RU�OHVV�DW�WKH�WLPH�RI�SXUFKDVH�DV�FDVK�HTXLYDOHQWV�

�H� ,QYHQWRULHV

0DWHULDO�DQG�VXSSOLHV�LQYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�RU�PDUNHW�ZLWK�FRVW�EHLQJ�GHWHUPLQHG�
SULQFLSDOO\�XVLQJ�WKH�ILUVW�LQ��ILUVW�RXW�PHWKRG�
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

-XQH ��������

�� �&RQWLQXHG�

�I� &DSLWDO�$VVHWV

&DSLWDO�DVVHWV�RI�WKH�)XQG�LQFOXGH�PRWRU�YHKLFOHV��HTXLSPHQW��IXUQLWXUH� DQG�IL[WXUHV�ZLWK�HVWLPDWHG�
XVHIXO�OLYHV�JUHDWHU�WKDQ�RQH \HDU�DQG�DFTXLVLWLRQ�FRVWV�JUHDWHU�WKDQ��������

&DSLWDO�DVVHWV�DUH�UHFRUGHG�DW�KLVWRULFDO�FRVW�RU�HVWLPDWHG�KLVWRULFDO�FRVW�LI�SXUFKDVHG�RU�FRQVWUXFWHG��
'RQDWHG�FDSLWDO�DVVHWV�DUH�UHFRUGHG�DW�WKHLU�HVWLPDWHG�IDLU�PDUNHW�YDOXH�DW�WKH�GDWH�RI�GRQDWLRQ��
7UDQVIHUV�DUH�UHFRUGHG�DW�FRVW��QHW�RI�WKH�GHSUHFLDWLRQ� ZKLFK�ZRXOG�KDYH�EHHQ�FKDUJHG�KDG�WKH�DVVHW�
EHHQ�GLUHFWO\�DFTXLUHG�E\�WKH�)XQG��0DMRU�RXWOD\V�IRU�FDSLWDO�DVVHWV�DQG�LPSURYHPHQWV�DUH�FDSLWDOL]HG�
DV�SURMHFWV�DUH�FRQVWUXFWHG�WR�WKH�H[WHQW�WKH�6WDWH¶V�FDSLWDOL]DWLRQ�WKUHVKROGV�DUH�PHW��,QWHUHVW�LQFXUUHG�
GXULQJ�WKH�FRQVWUXFWLRQ�SKDVH�RI�WKH�FDSLWDO�DVVHWV�LV�UHIOHFWHG�LQ�WKH�FDSLWDOL]HG�YDOXH�RI�WKH�DVVHW�
FRQVWUXFWHG��QHW�RI�LQWHUHVW�HDUQHG��RQ�WKH�LQYHVWHG�SURFHHGV�RYHU�WKH�VDPH�SHULRG��0DLQWHQDQFH�DQG�
UHSDLUV�DUH�FKDUJHG�WR�RSHUDWLRQV�ZKHQ�LQFXUUHG��%HWWHUPHQWV�DQG�PDMRU�LPSURYHPHQWV� ZKLFK�
VLJQLILFDQWO\�LQFUHDVH�YDOXHV��FKDQJH�FDSDFLWLHV��RU�H[WHQG�XVHIXO�OLYHV�DUH�FDSLWDOL]HG��8SRQ�VDOH�RU�
UHWLUHPHQW�RI�FDSLWDO�DVVHWV��WKH�FRVW�DQG�WKH�UHODWHG�DFFXPXODWHG�GHSUHFLDWLRQ��DV�DSSOLFDEOH��DUH�
UHPRYHG�IURP�WKH�UHVSHFWLYH�DFFRXQWV��DQG�DQ\�UHVXOWLQJ�JDLQ�RU�ORVV�LV�UHFRJQL]HG�LQ�WKH�VWDWHPHQW�RI�
UHYHQXHV��H[SHQVHV� DQG�FKDQJHV�LQ�QHW�SRVLWLRQ�

&DSLWDO�DVVHWV�DUH�GHSUHFLDWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�IROORZLQJ�HVWLPDWHG�XVHIXO�OLYHV�

8VHIXO�OLYHV

0RWRU�YHKLFOHV��HTXLSPHQW��IXUQLWXUH�
DQG�IL[WXUHV �±��<HDUV

�J� 7UDQVIHUV

7UDQVIHUV�EHWZHHQ�IXQGV�DW�WKH�6WDWH�RFFXU�ZKHQ�D�IXQG�UHFHLYLQJ�UHYHQXHV�WUDQVIHUV�UHVRXUFHV�WR�D�
IXQG�ZKHUH�WKH�UHVRXUFHV�DUH�WR�EH�H[SHQGHG�RU�ZKHQ�QRQUHFXUULQJ�RU�QRQURXWLQH�WUDQVIHUV�RI�HTXLW\�
EHWZHHQ�IXQGV�RFFXU� )RU�WKH�ILVFDO�\HDU�HQGHG�-XQH ����������WKHUH�ZHUH QR WUDQVIHUV�RXW�RI�RSHUDWLQJ�
DQG�FDSLWDO�DVVHWV�

�K� &RPSHQVDWHG�$EVHQFHV

,W�LV�WKH�)XQG¶V�SROLF\�WR�SHUPLW�HPSOR\HHV�WR�DFFXPXODWH�HDUQHG�EXW�XQXVHG�YDFDWLRQ�DQG�VLFN�OHDYH�
EHQHILWV��7KHUH�LV�QR�OLDELOLW\�IRU�XQSDLG�DFFXPXODWHG�VLFN�OHDYH�VLQFH�VLFN�OHDYH�LV�QRW�FRQYHUWLEOH�WR�
SD\�XSRQ�WHUPLQDWLRQ�RI�HPSOR\PHQW� $OO�YDFDWLRQ�SD\�LV�DFFUXHG�ZKHQ�HDUQHG�

�L� 'HIHUUHG�&RPSHQVDWLRQ�3ODQ

7KH�)XQG�RIIHUV�LWV�HPSOR\HHV�D�GHIHUUHG�FRPSHQVDWLRQ�SODQ��3ODQ��FUHDWHG�LQ�DFFRUGDQFH�ZLWK�,QWHUQDO�
5HYHQXH�&RGH�6HFWLRQ ���� 7KH�3ODQ��DYDLODEOH�WR�DOO�)XQG�HPSOR\HHV��SHUPLWV�HPSOR\HHV�WR�GHIHU�D�
SRUWLRQ�RI�WKHLU�VDODU\�XQWLO�IXWXUH�\HDUV��7KH�GHIHUUHG�FRPSHQVDWLRQ�LV�QRW�DYDLODEOH�WR�HPSOR\HHV�XQWLO�
WHUPLQDWLRQ��UHWLUHPHQW��GHDWK� RU�XQIRUHVHHDEOH�HPHUJHQF\�
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

-XQH ��������

�� �&RQWLQXHG�

$OO�3ODQ�DVVHWV�DUH�KHOG LQ�D�WUXVW�IXQG�WR�SURWHFW�WKHP�IURP�FODLPV�RI�JHQHUDO�FUHGLWRUV� 7KH�)XQG�KDV�
QR�UHVSRQVLELOLW\�IRU�ORVV�GXH�WR�WKH�LQYHVWPHQW�RU�IDLOXUH�RI�LQYHVWPHQW�RI�IXQGV�DQG�DVVHWV�LQ�WKH�3ODQ��
EXW�GRHV�KDYH�WKH�GXW\�RI�GXH�FDUH�WKDW�ZRXOG�EH�UHTXLUHG�RI�DQ�RUGLQDU\�SUXGHQW�LQYHVWRU� $FFRUGLQJO\��
WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKH�)XQG¶V GHIHUUHG�FRPSHQVDWLRQ�SODQ�DUH�QRW�UHSRUWHG�LQ�WKH�
DFFRPSDQ\LQJ�EDVLF�ILQDQFLDO�VWDWHPHQWV�

�M� 3HQVLRQV

)RU�SXUSRVHV�RI�PHDVXULQJ�WKH�QHW�SHQVLRQ�OLDELOLW\��GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�
RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV��DQG�SHQVLRQ�H[SHQVH��LQIRUPDWLRQ�DERXW�WKH�ILGXFLDU\�QHW�SRVLWLRQ�RI�
WKH�(PSOR\HHV¶ 5HWLUHPHQW�6\VWHP��(56��DQG�DGGLWLRQV�WR�GHGXFWLRQV�IURP�WKH�(56¶V�ILGXFLDU\�QHW�
SRVLWLRQ�KDYH�EHHQ�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�DV�WKH\�DUH�UHSRUWHG�E\�WKH�(56��)RU�WKLV�SXUSRVH��
EHQHILW�SD\PHQWV��LQFOXGLQJ�UHIXQGV�RI�HPSOR\HH�FRQWULEXWLRQV��DUH�UHFRJQL]HG�ZKHQ�GXH�DQG�SD\DEOH�
LQ�DFFRUGDQFH�ZLWK�EHQHILW�WHUPV��,QYHVWPHQWV�DUH�UHSRUWHG�DW�WKHLU�IDLU�YDOXH�

�N� 3RVWHPSOR\PHQW�%HQHILWV�2WKHU�7KDQ�3HQVLRQV��23(%�

)RU�SXUSRVHV�RI�PHDVXULQJ�WKH�QHW�23(%�OLDELOLW\��GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�
RI�UHVRXUFHV�UHODWHG�WR�23(%��DQG�23(%�H[SHQVH��LQIRUPDWLRQ�DERXW�WKH�ILGXFLDU\�QHW�SRVLWLRQ�RI�WKH�
+DZDLL�(PSOR\HU�8QLRQ�+HDOWK�%HQHILWV�7UXVW�)XQG��(87)��DQG�DGGLWLRQV�WR�GHGXFWLRQV�IURP�WKH�
(87)¶V�ILGXFLDU\�QHW�SRVLWLRQ�KDYH�EHHQ�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�DV�WKH\�DUH�UHSRUWHG�E\�WKH�
(87)��)RU�WKLV�SXUSRVH��EHQHILW�SD\PHQWV�DUH�UHFRJQL]HG�ZKHQ�GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�ZLWK�
EHQHILW�WHUPV��,QYHVWPHQWV�DUH�UHSRUWHG�DW�WKHLU�IDLU�YDOXH�

�O� 8VH�RI�(VWLPDWHV

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�*$$3�UHTXLUHV�PDQDJHPHQW�WR�PDNH�
HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�DPRXQWV�UHSRUWHG�LQ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�DQG�
DFFRPSDQ\LQJ�QRWHV��$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV�

��� &DVK�DQG�&DVK�(TXLYDOHQWV

7KH�6WDWH�KDV�DQ�HVWDEOLVKHG�SROLF\�ZKHUHE\�DOO�XQUHVWULFWHG�DQG�FHUWDLQ�UHVWULFWHG�FDVK�LV�UHTXLUHG�WR�EH�
LQYHVWHG�LQ�WKH�6WDWH¶V�LQYHVWPHQW�SRRO� 6HFWLRQ �������+DZDLL�5HYLVHG�6WDWXWHV��DXWKRUL]HV�WKH�6WDWH�WR�
LQYHVW�LQ�REOLJDWLRQ�RI�WKH�6WDWH��WKH�8�6� 7UHDVXU\��DJHQFLHV�DQG�LQVWUXPHQWDOLWLHV��FHUWLILFDWHV�RI�GHSRVLW��
DQG�EDQN�UHSXUFKDVH�DJUHHPHQWV� $W�-XQH ����������WKH�DPRXQW�UHSRUWHG�DV�FDVK�DQG�FDVK�HTXLYDOHQWV�LQ�
WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ�UHIOHFWV�WKH�)XQG¶V�UHODWLYH�SRVLWLRQ�LQ�WKH�6WDWH¶V�LQYHVWPHQW�SRRO�DQG�
DPRXQWHG�WR���������� 7KH�)XQG�KDV�WKH�DELOLW\�WR�ZLWKGUDZ�FDVK�IURP�WKH�6WDWH¶V�LQYHVWPHQW�SRRO�DW�DQ\�
WLPH�ZLWKRXW�SULRU�QRWLFH�RU�SHQDOW\�

7KH�'LUHFWRU�RI�)LQDQFH�LV�UHVSRQVLEOH�IRU�WKH�VDIHNHHSLQJ�RI�DOO�PRQLHV�GHSRVLWHG�LQWR�WKH�6WDWH�7UHDVXU\�
7KH�'LUHFWRU�RI�)LQDQFH�SRROV�DQG�LQYHVWV�DQ\�PRQLHV�RI�WKH�6WDWH��ZKLFK�LQ�WKH�'LUHFWRU�RI�)LQDQFH¶V�
MXGJPHQW�DUH�LQ�H[FHVV�RI�WKH�DPRXQWV�QHFHVVDU\�IRU�PHHWLQJ�WKH�VSHFLILF�UHTXLUHPHQWV�RI�WKH�6WDWH�
,QYHVWPHQW�HDUQLQJV�DUH�DOORFDWHG�WR�WKH�)XQG�EDVHG�RQ�LWV�HTXLW\�LQWHUHVW�LQ�WKH�SRROHG�PRQLHV� /HJDOO\�
DXWKRUL]HG�LQYHVWPHQWV�LQFOXGH�REOLJDWLRQV�RI�RU�JXDUDQWHHG�E\�WKH�8�6� JRYHUQPHQW��REOLJDWLRQV�RI�WKH�
6WDWH��IHGHUDOO\�LQVXUHG�VDYLQJV�DQG�FKHFNLQJ DFFRXQWV� WLPH FHUWLILFDWHV RI GHSRVLW� DXFWLRQ UDWH VHFXULWLHV�
DQG UHSXUFKDVH�DJUHHPHQWV�ZLWK�IHGHUDOO\�LQVXUHG�ILQDQFLDO�LQVWLWXWLRQV�
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,QIRUPDWLRQ�UHODWLQJ�WR�LQGLYLGXDO�EDQN�EDODQFHV��LQVXUDQFH��DQG�FROODWHUDO�RI�FDVK�GHSRVLWV�LV�GHWHUPLQHG�RQ�
D�VWDWHZLGH�EDVLV�DQG�QRW�IRU�LQGLYLGXDO�GHSDUWPHQWV�RU�GLYLVLRQV� ,QIRUPDWLRQ�UHJDUGLQJ�WKH�FDUU\LQJ�DPRXQW�
DQG�FRUUHVSRQGLQJ�EDQN�EDODQFHV�RI�WKH�6WDWH¶V�LQYHVWPHQW�SRRO�DQG�FROODWHUDOL]DWLRQ�RI�WKRVH�EDODQFHV�LV
LQFOXGHG�LQ�WKH�FRPSUHKHQVLYH�DQQXDO�ILQDQFLDO�UHSRUW�RI�WKH�6WDWH� $�SRUWLRQ�RI�WKH�EDQN�EDODQFHV�LV�
FRYHUHG�E\�IHGHUDO�GHSRVLW�LQVXUDQFH��RU�E\�FROODWHUDO�KHOG�E\�WKH�6WDWH�7UHDVXU\��RU�E\�WKH�6WDWH¶V�ILVFDO�
DJHQWV�LQ�WKH QDPH�RI�WKH�6WDWH��2WKHU�EDQN�EDODQFHV�DUH�KHOG�E\�ILVFDO�DJHQWV�LQ�WKH�6WDWH¶V�QDPH�IRU�WKH�
SXUSRVH�RI�VDWLVI\LQJ�RXWVWDQGLQJ�ERQG�REOLJDWLRQV��$FFRUGLQJO\��WKHVH�GHSRVLWV�DUH�H[SRVHG�WR�FXVWRGLDO�
FUHGLW�ULVN��&XVWRGLDO�FUHGLW�ULVN�LV�WKH�ULVN�WKDW��LQ�WKH�HYHQW�RI�D�EDQN�IDLOXUH��WKH�6WDWH¶V�GHSRVLWV�PD\�QRW�
EH�UHWXUQHG�WR�LW��)RU�GHPDQG�RU�FKHFNLQJ�DFFRXQWV�DQG�FHUWLILFDWHV�RI�GHSRVLW��WKH�6WDWH�UHTXLUHV�WKDW�WKH�
GHSRVLWRU\�EDQNV�SOHGJH�FROODWHUDO�EDVHG�RQ�WKH�GDLO\�DYDLODEOH�EDQN�EDODQFHV�WR�OLPLW�LWV�H[SRVXUH�WR�
FXVWRGLDO�FUHGLW�ULVN��7KH�XVH�RI�GDLO\�DYDLODEOH�EDQN�EDODQFHV�WR�GHWHUPLQH�FROODWHUDO�UHTXLUHPHQWV�UHVXOWV�
LQ�WKH�DYDLODEOH�EDODQFHV�EHLQJ�XQGHU�FROODWHUDOL]HG�DW�YDULRXV�WLPHV�GXULQJ�WKH�ILVFDO�\HDU��$OO�VHFXULWLHV�
SOHGJHG�DV�FROODWHUDO�DUH�KHOG�HLWKHU�E\�WKH�6WDWH�7UHDVXU\�RU�E\�WKH�6WDWH¶V�ILVFDO�DJHQWV�LQ�WKH�QDPH�RI�WKH�
6WDWH��7KH�6WDWH�DOVR�UHTXLUHV�WKDW�QR�PRUH�WKDQ�����RI�WKH�6WDWH¶V�WRWDO�IXQGV�DYDLODEOH�IRU�GHSRVLW�DQG�RQ�
GHSRVLW�LQ�WKH�6WDWH�7UHDVXU\�PD\�EH�GHSRVLWHG�LQ�DQ\�RQH�ILQDQFLDO�LQVWLWXWLRQ�

��� &DSLWDO�$VVHWV

&DSLWDO�DVVHW�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH �������� ZDV�DV�IROORZV�

%HJLQQLQJ (QGLQJ
EDODQFH ,QFUHDVHV 'HFUHDVHV EDODQFH

9HKLFOHV � ��������� ������� ��������� ���������
6KRS�HTXLSPHQW��IXUQLWXUH��DQG�IL[WXUHV ������� ² ² �������

7RWDO�FDSLWDO�DVVHWV ��������� ������� ��������� ���������

/HVV�DFFXPXODWHG�GHSUHFLDWLRQ�IRU�
9HKLFOHV ������������ ���������� ������ ������������
6KRS�HTXLSPHQW��IXUQLWXUH��DQG�IL[WXUHV ���������� ��������� ² ����������

7RWDO�DFFXPXODWHG
GHSUHFLDWLRQ ������������ ���������� ������ ������������

7RWDO�FDSLWDO�DVVHWV��QHW�RI
GHSUHFLDWLRQ � ��������� ����� ² ���������
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��� $FFUXHG�/LDELOLWLHV

$FFUXHG�OLDELOLWLHV�FRQVLVW�RI�WKH�IROORZLQJ�

$FFUXHG�YDFDWLRQ�SD\DEOH � �������
$FFUXHG�ZDJHV�SD\DEOH ������
$FFUXHG�ZRUNHUV¶�FRPSHQVDWLRQ �����

�������

/HVV�FXUUHQW�SRUWLRQ ���������

7RWDO�DFFUXHG�OLDELOLWLHV��QHW�RI
FXUUHQW�SRUWLRQ � �������

��� &KDQJHV�LQ�1RQFXUUHQW /LDELOLWLHV

&KDQJHV�LQ�QRQFXUUHQW�OLDELOLWLHV�IRU�WKH�\HDU�HQGHG�-XQH �������� ZHUH�DV�IROORZV�

%HJLQQLQJ (QGLQJ 'XH�ZLWKLQ
EDODQFH ,QFUHDVHV 'HFUHDVHV EDODQFH RQH�\HDU

$FFUXHG�OLDELOLWLHV��QRWH��� � ������� ������� ���������� ������� ������
1HW�23(%�OLDELOLW\��QRWH��� ��������� ������� ���������� ��������� ²
1HW�SHQVLRQ�OLDELOLW\��QRWH��� ��������� ������� ���������� ��������� ²

� ��������� ������� ���������� ��������� ������

��� 5HWLUHPHQW�%HQHILWV

3HQVLRQ�3ODQ

�D� 3ODQ�'HVFULSWLRQ

*HQHUDOO\��DOO�IXOO�WLPH�HPSOR\HHV�RI�WKH�6WDWH�DQG�FRXQWLHV�DUH�UHTXLUHG�WR�EH�PHPEHUV�RI�WKH�(56��D�
FRVW�VKDULQJ� PXOWLSOH�HPSOR\HU� GHILQHG�EHQHILW�SHQVLRQ�SODQ�DGPLQLVWHUHG�E\�WKH�6WDWH¶V�SHQVLRQ�
EHQHILWV�SURJUDP��%HQHILWV��HOLJLELOLW\��DQG�FRQWULEXWLRQ�UHTXLUHPHQWV�DUH�JRYHUQHG�E\�+56�&KDSWHU ���
DQG�FDQ�EH�DPHQGHG�WKURXJK�OHJLVODWLRQ��7KH�(56�LVVXHV�D�SXEOLFO\�DYDLODEOH�ILQDQFLDO�UHSRUW�WKDW�FDQ�
EH�REWDLQHG�DW (56¶V�ZHEVLWH��KWWS���ZZZ�HUV�HKDZDLL�JRY��

�E� %HQHILWV�3URYLGHG

7KH�(56�3HQVLRQ�7UXVW�FRPSULVHV WKUHH�SHQVLRQ�FODVVHV�IRU�PHPEHUVKLS�SXUSRVHV�DQG�FRQVLGHUHG�WR�
EH�D�VLQJOH�SODQ�IRU�DFFRXQWLQJ�SXUSRVHV�VLQFH�DOO�DVVHWV�RI�WKH�(56�PD\�OHJDOO\�EH�XVHG�WR�SD\�WKH�
EHQHILWV�RI�DQ\�RI�WKH�(56�PHPEHUV�RU�EHQHILFLDULHV��7KH�(56�SURYLGHV�UHWLUHPHQW��GLVDELOLW\��DQG�
GHDWK�EHQHILWV�ZLWK�WKUHH�PHPEHUVKLS�FODVVHV�NQRZQ�DV�WKH�QRQFRQWULEXWRU\��FRQWULEXWRU\� DQG�K\EULG�
UHWLUHPHQW�FODVVHV��7KH�WKUHH�FODVVHV�SURYLGH�D�PRQWKO\�UHWLUHPHQW�DOORZDQFH�HTXDO�WR�WKH�EHQHILW�
PXOWLSOLHU��JHQHUDOO\�������RU��������PXOWLSOLHG�E\�WKH�DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�\HDUV�
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RI�FUHGLWHG�VHUYLFH��$YHUDJH�ILQDO�FRPSHQVDWLRQ�IRU�PHPEHUV�KLUHG�SULRU�WR�-XO\ ��������LV�DQ�DYHUDJH�
RI�WKH�KLJKHVW�VDODULHV�GXULQJ�DQ\�WKUHH \HDUV�RI�FUHGLWHG�VHUYLFH��H[FOXGLQJ�DQ\�VDODU\�SDLQ�LQ�OLHX�RI�
YDFDWLRQ�IRU�PHPEHUV�KLUHG�-DQXDU\ ��������RU�ODWHU�DQG�WKH�DYHUDJH�RI�WKH KLJKHVW�VDODULHV�GXULQJ�DQ\�
ILYH \HDUV�RI�FUHGLWHG�VHUYLFH� LQFOXGLQJ�DQ\�VDODU\�SDLQ�LQ�OLHX�RI�YDFDWLRQ�IRU�PHPEHUV�KLUHG�SULRU�WR�
-DQXDU\ ���������)RU�PHPEHUV�KLUHG�DIWHU�-XQH ����������DYHUDJH�ILQDO�FRPSHQVDWLRQ�LV�DQ�DYHUDJH�RI�
WKH�KLJKHVW�VDODULHV�GXULQJ�DQ\�ILYH \HDUV�RI�FUHGLWHG�VHUYLFH� H[FOXGLQJ�DQ\�VDODU\�SDLG�LQ�OLHX�RI�
YDFDWLRQ�

(DFK�UHWLUHH¶V�RULJLQDO�UHWLUHPHQW�DOORZDQFH�LV�LQFUHDVHG�RQ�HDFK�-XO\ ��EHJLQQLQJ�WKH�FDOHQGDU�\HDU�
DIWHU�UHWLUHPHQW��5HWLUHHV�ILUVW�KLUHG�DV�PHPEHUV�SULRU�WR�-XO\ �� �����UHFHLYH�D������LQFUHDVH�HDFK�
\HDU�RI�WKHLU�RULJLQDO�UHWLUHPHQW�DOORZDQFH�ZLWKRXW�D�FHLOLQJ��5HWLUHHV�ILUVW�KLUHG�DV�PHPEHUV�DIWHU�
-XQH ���������UHFHLYH�D������LQFUHDVH�HDFK�\HDU�RI�WKHLU�RULJLQDO�UHWLUHPHQW�DOORZDQFH�ZLWKRXW�D�
FHLOLQJ��7KH�DQQXDO�LQFUHDVH�LV�QRW�FRPSRXQGHG�

7KH�IROORZLQJ�VXPPDUL]HV�WKH�SURYLVLRQV�UHOHYDQW�WR�WKH�ODUJHVW�HPSOR\HH�JURXSV�RI�WKH�UHVSHFWLYH�
PHPEHUVKLS�FODVV�

�L� 1RQFRQWULEXWRU\�&ODVV

x 5HWLUHPHQW�%HQHILWV ± *HQHUDO�HPSOR\HHV¶ UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV�������RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH��(PSOR\HHV�ZLWK�
�� \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ����(PSOR\HHV�ZLWK��� \HDUV�RI�FUHGLWHG�
VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ���

x 'LVDELOLW\�%HQHILWV ± 0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�RI�
OHQJWK�RI�VHUYLFH�DQG�UHFHLYH�D�OLIHWLPH�SHQVLRQ�RI�����RI�WKHLU�DYHUDJH�ILQDO�FRPSHQVDWLRQ��
7HQ \HDUV�RI�FUHGLWHG�VHUYLFH�LV�UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\��2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH�
GHWHUPLQHG�LQ�WKH�VDPH�PDQQHU�DV�UHWLUHPHQW�EHQHILWV�EXW�DUH�SD\DEOH�LPPHGLDWHO\��ZLWKRXW�DQ�
DFWXDULDO�UHGXFWLRQ��DQG�DW�D�PLQLPXP�RI�������RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ�

x 'HDWK�%HQHILWV ± )RU�VHUYLFH�FRQQHFWHG�GHDWKV��WKH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
UHFHLYHV�D�PRQWKO\�EHQHILW�RI�����RI�WKH�DYHUDJH�ILQDO�FRPSHQVDWLRQ�XQWLO�UHPDUULDJH�RU�
UH�HQWU\�LQWR�D�QHZ�UHFLSURFDO�EHQHILFLDU\�UHODWLRQVKLS��$GGLWLRQDO�EHQHILWV�DUH�SD\DEOH�WR�
VXUYLYLQJ�GHSHQGHQW�FKLOGUHQ�XS�WR�DJH ����,I�WKHUH�LV�QR�VSRXVH�UHFLSURFDO�EHQHILFLDU\�RU�
GHSHQGHQW�FKLOGUHQ��QR�EHQHILW�LV�SD\DEOH�

2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW��� \HDUV�RI�FUHGLWHG�VHUYLFH��7KH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\��XQWLO�
UHPDUULDJH�UHHQWU\�LQWR�D�QHZ�UHFLSURFDO�EHQHILFLDU\�UHODWLRQVKLS��DQG�GHSHQGHQW�FKLOGUHQ��XS�WR�
DJH ����UHFHLYH�D�EHQHILW�HTXDO�WR�D�SHUFHQWDJH�RI�PHPEHU¶V�DFFUXHG�PD[LPXP�DOORZDQFH�
XQUHGXFHG�IRU�DJH�RU��LI�WKH�PHPEHU�ZDV�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�GHDWK��WKH�
VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�UHFHLYHV������MRLQW�DQG�VXUYLYRU�OLIHWLPH�SHQVLRQ�DQG�
WKH�GHSHQGHQW�FKLOGUHQ�UHFHLYH�D�SHUFHQWDJH�RI�WKH�PHPEHU¶V�DFFUXHG�PD[LPXP�DOORZDQFH�
XQUHGXFHG�IRU�DJH�



67$7(�2)�+$:$,,
'(3$570(17�2)�$&&2817,1*�$1'�*(1(5$/�6(59,&(6

67$7(�02725�322/�5(92/9,1*�)81'

1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

-XQH ��������

�� �&RQWLQXHG�

�LL� &RQWULEXWRU\�&ODVV IRU�0HPEHUV�+LUHG�SULRU�WR�-XO\ �������

x 5HWLUHPHQW�%HQHILWV ± *HQHUDO�HPSOR\HHV¶ UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV����RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH��*HQHUDO�HPSOR\HHV�
ZLWK�ILYH \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ���

x 'LVDELOLW\�%HQHILWV ± 0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�RI�
OHQJWK�RI�VHUYLFH�DQG�UHFHLYH�D�RQH�WLPH�SD\PHQW�RI�WKH�PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�
LQWHUHVW�SOXV�D�OLIHWLPH�SHQVLRQ�RI�����RI�WKHLU�DYHUDJH�ILQDO�FRPSHQVDWLRQ��7HQ \HDUV�RI�
FUHGLWHG�VHUYLFH�LV�UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\��2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH�GHWHUPLQHG�DV�
������RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH�EXW�DUH�
SD\DEOH�LPPHGLDWHO\��ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DQG�DW�D�PLQLPXP�RI�����RI�DYHUDJH�ILQDO�
FRPSHQVDWLRQ�

x 'HDWK�%HQHILWV ± )RU�VHUYLFH�FRQQHFWHG�GHDWKV��WKH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
UHFHLYHV�D�OXPS�VXP�SD\PHQW�RI�WKH�PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW�SOXV�D�
PRQWKO\�EHQHILW�RI�����RI�WKH�DYHUDJH�ILQDO�FRPSHQVDWLRQ�XQWLO�UHPDUULDJH�RU�UH�HQWU\�LQWR�D�
QHZ�UHFLSURFDO�EHQHILFLDU\�UHODWLRQVKLS��,I�WKHUH�LV�QR�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\��
VXUYLYLQJ�FKLOGUHQ��XS�WR�DJH ��� RU�GHSHQGHQW�SDUHQWV�DUH�HOLJLEOH�IRU�WKH�PRQWKO\�EHQHILW��,I�
WKHUH�LV�QR�VSRXVH�UHFLSURFDO�EHQHILFLDU\�GHSHQGHQW�FKLOGUHQ�SDUHQWV��WKH�RUGLQDU\�GHDWK�
EHQHILW�LV�SD\DEOH�WR�WKH�GHVLJQDWHG�EHQHILFLDU\�

2UGLQDU\�GHDWK�EHQHILWV�DUHD�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW�RQH \HDU�RI�VHUYLFH��2UGLQDU\�GHDWK�EHQHILWV�FRQVLVW�RI�D�OXPS�VXP�SD\PHQW�RI�WKH�
PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW�SOXV�D�SHUFHQWDJH�RI�WKH�VDODU\�HDUQHG�LQ�WKH�
�� PRQWKV�SUHFHGLQJ�GHDWK��RU�����-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�QRW�
HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�GHDWK�EXW�ZDV�FUHGLWHG�ZLWK�DW�OHDVW��� \HDUV�RI�VHUYLFH�DQG�
GHVLJQDWHG�RQH�EHQHILFLDU\��RU������-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�
HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�GHDWK�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\�

�LLL� &RQWULEXWRU\�&ODVV IRU�0HPEHUV�+LUHG�DIWHU�-XQH ��������

x 5HWLUHPHQW�%HQHILWV ± *HQHUDO�HPSOR\HHV¶ UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV�������RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH��*HQHUDO�HPSOR\HHV�
ZLWK��� \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ���

x 'LVDELOLW\�DQG�'HDWK�%HQHILWV ± 0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�
UHJDUGOHVV�RI�OHQJWK�RI�VHUYLFH�DQG�UHFHLYH�D�OLIHWLPH�SHQVLRQ�RI�����RI�WKHLU�DYHUDJH�ILQDO�
FRPSHQVDWLRQ�SOXV�UHIXQG�RI�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW��7HQ \HDUV�RI�FUHGLWHG�VHUYLFH�
LV�UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\��2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH������RI�DYHUDJH�ILQDO�
FRPSHQVDWLRQ�IRU�HDFK�\HDU�RI�VHUYLFH�IRU�MXGJHV�DQG�HOHFWHG�RIILFHUV�DQG�������RI�DYHUDJH�
ILQDO�FRPSHQVDWLRQ�IRU�HDFK�\HDU�RI�VHUYLFHV�IRU�SROLFH�DQG�ILUHILJKWHUV�DQG�DUH�SD\DEOH�
LPPHGLDWHO\��ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DW�D�PLQLPXP�RI�����RI�DYHUDJH�ILQDO�
FRPSHQVDWLRQ�

'HDWK�EHQHILWV�IRU�FRQWULEXWRU\�SODQ�PHPEHUV�KLUHG�DIWHU�-XQH ���������DUH�JHQHUDOO\�WKH�VDPH�
DV�WKRVH�IRU�FRQWULEXWRU\�SODQ�PHPEHUV�KLUHG�-XQH ���������DQG�SULRU�
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�LY� +\EULG�&ODVV IRU�0HPEHUV�+LUHG�SULRU�WR�-XO\ �������

x 5HWLUHPHQW�%HQHILWV ± *HQHUDO�HPSOR\HHV¶ UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV����RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH��*HQHUDO�HPSOR\HHV�
ZLWK�ILYH \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ��� *HQHUDO�HPSOR\HHV�ZLWK�
�� \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ���

x 'LVDELOLW\�%HQHILWV ± 0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�RI�
OHQJWK�RI�VHUYLFH�DQG�UHFHLYH�D�OLIHWLPH�SHQVLRQ�RI�����RI�WKHLU�DYHUDJH�ILQDO�FRPSHQVDWLRQ�
SOXV�UHIXQG�RI�WKHLU�FRQWULEXWLRQV�DQG DFFUXHG�LQWHUHVW��7HQ \HDUV�RI�FUHGLWHG�VHUYLFH�LV�UHTXLUHG�
IRU�RUGLQDU\�GLVDELOLW\��2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH�GHWHUPLQHG�LQ�WKH�VDPH�PDQQHU�DV�
UHWLUHPHQW�EHQHILWV�EXW�DUH�SD\DEOH�LPPHGLDWHO\��ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DQG�DW�D�
PLQLPXP�RI���� RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ�

x 'HDWK�%HQHILWV ± )RU�VHUYLFH�FRQQHFWHG�GHDWKV��WKH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
UHFHLYHV�D�OXPS�VXP�SD\PHQW�RI�WKH�PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW�SOXV�D�
PRQWKO\�EHQHILW�RI�����RI�WKH�DYHUDJH�ILQDO�FRPSHQVDWLRQ�XQWLO UHPDUULDJH�RU�UH�HQWU\�LQWR�D�
QHZ�UHFLSURFDO�EHQHILFLDU\�UHODWLRQVKLS��,I�WKHUH�LV�QR�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
VXUYLYLQJ�FKLOGUHQ��XS�WR�DJH ����RU�GHSHQGHQW�SDUHQWV�DUH�HOLJLEOH�IRU�WKH�PRQWKO\�EHQHILW��,I�
WKHUH�LV�QR�VSRXVH�UHFLSURFDO�EHQHILFLDU\ RU�GHSHQGHQW�FKLOGUHQ�SDUHQWV��WKH�GHDWK�EHQHILW�LV�
SD\DEOH�WR�WKH�GHVLJQDWHG�EHQHILFLDU\�

2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW�ILYH \HDUV�RI�VHUYLFH��2UGLQDU\�GHDWK�EHQHILWV�FRQVLVW�RI�D�OXPS�VXP�SD\PHQW�RI�WKH�
PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW�SOXV�D�SHUFHQWDJH�PXOWLSOLHG�E\�������RU�����
-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�QRW�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�
GHDWK�EXW�ZDV�FUHGLWHG�ZLWK�DW�OHDVW��� \HDUV�RI�VHUYLFH�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\��RU�
�����-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�
RI�GHDWK�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\�

�Y� +\EULG�&ODVV IRU�0HPEHUV�+LUHG�DIWHU�-XQH ��������

x 5HWLUHPHQW�%HQHILWV ± *HQHUDO�HPSOR\HHV¶ UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV�������RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ�PXOWLSOLHG�E\�WKH�\HDUV�RI�FUHGLWHG�VHUYLFH��*HQHUDO�HPSOR\HHV�
ZLWK�WHQ \HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ����(PSOR\HHV�ZLWK��� \HDUV�RI�
FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH ���

x 'LVDELOLW\�DQG�'HDWK�%HQHILWV ± 3URYLVLRQV�IRU�GLVDELOLW\�DQG�GHDWK�EHQHILWV�JHQHUDOO\�UHPDLQ�WKH�
VDPH�H[FHSW�IRU�RUGLQDU\�GHDWK�EHQHILWV��2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�
ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�OHDVW��� \HDUV�RI�VHUYLFH��2UGLQDU\�GHDWK�EHQHILWV�
FRQVLVW�RI�D�OXPS�VXP�SD\PHQW�RI�WKH�PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW��RU�����
-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�QRW�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�
GHDWK�EXW�ZDV�FUHGLWHG�ZLWK�DW�OHDVW�WHQ \HDUV�RI�VHUYLFH�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\��RU�
�����-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI�WKH�PHPEHU�ZDV�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�
RI�GHDWK�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\�
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�� �&RQWLQXHG�

�F� &RQWULEXWLRQV

&RQWULEXWLRQV�DUH�JRYHUQHG�E\�+56�&KDSWHU ���DQG�PD\�EH�DPHQGHG�WKURXJK�OHJLVODWLRQ��7KH�
HPSOR\HU�UDWH�LV�VHW�E\�VWDWXWH�EDVHG�RQ�WKH�UHFRPPHQGDWLRQV�RI�WKH�(56�DFWXDU\�UHVXOWLQJ�IURP�DQ�
H[SHULHQFH�VWXG\�FRQGXFWHG�HYHU\�ILYH \HDUV��6LQFH�-XO\ ���������WKH�HPSOR\HU�FRQWULEXWLRQ�UDWH�LV�D�
IL[HG�SHUFHQWDJH�RI�FRPSHQVDWLRQ��LQFOXGLQJ�WKH�QRUPDO�FRVW�SOXV�DPRXQWV�UHTXLUHG�WR�SD\�IRU�WKH�
XQIXQGHG�DFWXDULDO�DFFUXHG�OLDELOLWLHV��7KH�FRQWULEXWLRQ�UDWHV�IRU�ILVFDO�\HDU����� ZHUH�����
&RQWULEXWLRQV�WR�WKH SHQVLRQ�SODQ�IURP�WKH�6WDWH�ZHUH�DSSUR[LPDWHO\ ������������ IRU�WKH�ILVFDO�\HDU�
HQGHG�-XQH ����������RI�ZKLFK�WKH�)XQG¶V�VKDUH�ZDV����������

2Q�0D\ ����������WKH�*RYHUQRU�RI�WKH�6WDWH�RI�+DZDLL�VLJQHG�LQWR�ODZ�$FW����6/+������ 3HU�$FW�����
IXWXUH�HPSOR\HU�FRQWULEXWLRQV�IURP�WKH�6WDWH�DQG�FRXQWLHV�DUH�H[SHFWHG�WR�LQFUHDVH�SXUVXDQW�WR�D�
SKDVHG�LQ�FRQWULEXWLRQ�UDWH�LQFUHDVH�RYHU�IRXU \HDUV�EHJLQQLQJ�-XO\ �������� 7KH�UDWH�IRU�DOO�HPSOR\HHV�
LQFUHDVHV�WR�����RQ�-XO\ �������������RQ�-XO\ �������������RQ�-XO\ ���������DQG�����RQ�-XO\ ���
�����

7KH�HPSOR\HU�LV�UHTXLUHG�WR�PDNH�DOO�FRQWULEXWLRQV�IRU�QRQFRQWULEXWRU\�PHPEHUV��&RQWULEXWRU\�PHPEHUV�
KLUHG�SULRU�WR�-XO\ ��������DUH�UHTXLUHG�WR�FRQWULEXWH������RI�WKHLU�VDODU\��&RQWULEXWRU\�PHPEHUV�KLUHG�
DIWHU�-XQH ���������DUH�UHTXLUHG�WR�FRQWULEXWH����� RI�WKHLU�VDODU\� +\EULG�PHPEHUV�KLUHG�SULRU�-XO\ ���
�����DUH�UHTXLUHG�WR�FRQWULEXWH������RI�WKHLU�VDODU\��+\EULG�PHPEHUV�KLUHG�DIWHU�-XQH ���������DUH�
UHTXLUHG�WR�FRQWULEXWH������RI�WKHLU�VDODU\�

�G� 3HQVLRQ�/LDELOLWLHV��3HQVLRQ�([SHQVH��DQG�'HIHUUHG�2XWIORZV RI�5HVRXUFHV�DQG�'HIHUUHG�,QIORZV
RI�5HVRXUFHV�5HODWHG�WR�3HQVLRQV

$W�-XQH ����������WKH�6WDWH�UHSRUWHG�D�OLDELOLW\�RI�DSSUR[LPDWHO\����� ELOOLRQ IRU�LWV�SURSRUWLRQDWH�VKDUH�RI�
QHW�SHQVLRQ�OLDELOLW\��RI�ZKLFK�WKH�)XQG¶V�VKDUH�ZDV�������������7KH�QHW�SHQVLRQ�OLDELOLW\�ZDV�PHDVXUHG�
DV�RI�-XQH ����������DQG�WKH�WRWDO�SHQVLRQ�OLDELOLW\�XVHG�WR�FDOFXODWH�WKH�QHW�SHQVLRQ�OLDELOLW\�ZDV�
GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ�DV�RI�WKDW�GDWH��7KH�6WDWH¶V�SURSRUWLRQ�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�
ZDV�EDVHG�RQ�WKH�6WDWH¶V�VKDUH�RI�FRQWULEXWLRQV�WR�WKH�SHQVLRQ�SODQ��$W�-XQH ����������WKH�6WDWH¶V�
SURSRUWLRQ�ZDV���������� ZKLFK�ZDV�D�GHFUHDVH�RI���������IURP�LWV�SURSRUWLRQ�PHDVXUHG�DV�RI�
-XQH ����������7KH�QHW�SHQVLRQ�OLDELOLW\�ZDV�PHDVXUHG�DV�RI�-XQH ����������WKH�)XQG¶V�SURSRUWLRQ�ZDV�
������ZKLFK�ZDV�DQ�LQFUHDVH�RI�������IURP�LWV�SURSRUWLRQ�PHDVXUHG�DV�RI�-XQH ���������

7KHUH�ZDV�QR�FKDQJH�LQ�DFWXDULDO�DVVXPSWLRQV�DV�RI�-XQH �������� WR�-XQH ��������� 7KHUH�ZHUH�QR�
FKDQJHV�EHWZHHQ�WKH�PHDVXUHPHQW�GDWH��-XQH ����������DQG�WKH�UHSRUWLQJ�GDWH��-XQH ����������WKDW�
DUH�H[SHFWHG�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�
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)RU�WKH�\HDU�HQGHG�-XQH ����������WKH�6WDWH�UHFRJQL]HG�SHQVLRQ�H[SHQVH�RI�DSSUR[LPDWHO\�
��������������RI�ZKLFK�WKH�)XQG¶V�SURSRUWLRQDWH�VKDUH�ZDV���������� $W�-XQH ����������WKH�)XQG
UHSRUWHG�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV�IURP�WKH�
IROORZLQJ�VRXUFHV�

'HIHUUHG 'HIHUUHG
RXWIORZV�RI LQIORZV�RI
UHVRXUFHV UHVRXUFHV

'LIIHUHQFHV�EHWZHHQ�H[SHFWHG�DQG�DFWXDO�H[SHULHQFH � ������ ���������
&KDQJHV�RI�DVVXPSWLRQV ������� ²
1HW�GLIIHUHQFH�EHWZHHQ�SURMHFWHG�DQG�DFWXDO�HDUQLQJV�RQ

SHQVLRQ�SODQ�LQYHVWPHQWV ������ ²
&KDQJHV�LQ�SURSRUWLRQ�DQG�GLIIHUHQFHV�EHWZHHQ�)XQG

FRQWULEXWLRQV�DQG�SURSRUWLRQDWH�VKDUH�RI�FRQWULEXWLRQV ����� ���������
)XQG�FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH ������� ²

7RWDO � ������� ���������

7KH��������� UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV�UHVXOWLQJ�IURP�WKH�)XQG¶V
FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH�ZLOO�EH�UHFRJQL]HG�DV�D�UHGXFWLRQ�RI�WKH�QHW�SHQVLRQ�
OLDELOLW\�LQ�WKH�\HDU�HQGHG�-XQH ����������2WKHU�DPRXQWV�UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�
DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV�ZLOO�EH�UHFRJQL]HG�LQ�SHQVLRQ�H[SHQVH�DV�IROORZV�

<HDU�HQGLQJ�-XQH����
���� � �������
���� �������
���� ������
���� ��������
���� ���

� �������
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�H� $FWXDULDO�$VVXPSWLRQV

7KH�WRWDO�SHQVLRQ�OLDELOLW\�LQ�WKH�-XQH �������� DFWXDULDO�YDOXDWLRQ�ZDV�GHWHUPLQHG�XVLQJ�WKH�IROORZLQJ�
DFWXDULDO�DVVXPSWLRQV��DGRSWHG�E\�WKH�%RDUG�RI�7UXVWHHV�RI�WKH�(PSOR\HHV¶ 5HWLUHPHQW�6\VWHP�RI�WKH�
6WDWH�RI�+DZDLL��RQ�'HFHPEHU ����������EDVHG�RQ�WKH�PRVW�UHFHQW�H[SHULHQFH�VWXG\�GDWHG�-XO\ ���
�����

,QIODWLRQ ���� �
,QYHVWPHQW�UDWH�RI�UHWXUQ ������SHU�\HDU��FRPSRXQGHG�DQQXDO�LQFOXGLQJ�LQIODWLRQ
*HQHUDO�ZDJH�LQIODWLRQ ���� �
6DODU\�LQFUHDVHV ������WR��������LQFOXGLQJ�LQIODWLRQ
&RVW�RI�OLYLQJ�DGMXVWPHQWV��&2/$V�

0HPEHUVKLS�GDWH�SULRU�WR�-XO\�������� ���� �
0HPEHUVKLS�GDWH�DIWHU�-XQH��������� ���� �

 &2/$V�DUH�QRW�FRPSRXQGHG��DQG�DUH�EDVHG�RQ�RULJLQDO�SHQVLRQ�DPRXQWV�

3RVW�UHWLUHPHQW�PRUWDOLW\�UDWHV�DUH�EDVHG�RQ�WKH������3XEOLF�5HWLUHHV�RI�+DZDLL�PRUWDOLW\�WDEOH�ZLWK�
DGMXVWPHQWV�EDVHG�RQ�JHQHUDWLRQDO�SURMHFWLRQV�RI�WKH�%%�SURMHFWLRQ�WDEOH�IRU������DQG�IXOO�JHQHUDWLRQDO�
SURMHFWLRQV�LQ�IXWXUH�\HDUV� 3UH�UHWLUHPHQW�PRUWDOLW\�UDWHV�DUH�EDVHG�RQ�PXOWLSOHV�RI�53������PRUWDOLW\�
WDEOH�EDVHG�RQ�WKH�RFFXSDWLRQ�RI�WKH�PHPEHU�

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�GHWHUPLQHG�XVLQJ�D�³WRS�GRZQ�
DSSURDFK´ RI�WKH�&OLHQW�&RQVWUDLQHG�6LPXODWLRQ�EDVHG�2SWLPL]DWLRQ�0RGHO��D�VWDWLVWLFDO�WHFKQLTXH�
NQRZQ�DV�³UH�VDPSOLQJ�ZLWK�UHSODFHPHQW´ WKDW�GLUHFWO\�NH\V�LQ�RQ�VSHFLILF�SODQ�OHYHO�ULVN�IDFWRUV�DV�
VWLSXODWHG�E\�WKH�(56�%RDUG��LQ�ZKLFK�EHVW�HVWLPDWH�UDQJHV�RI�H[SHFWHG�IXWXUH�UHDO�UDWHV�RI UHWXUQ�
�H[SHFWHG�UHWXUQV��QHW�RI�SHQVLRQ�SODQ�LQYHVWPHQW�H[SHQVH�DQG�LQIODWLRQ��DUH�GHYHORSHG�IRU�HDFK�PDMRU�
DVVHW�FODVV��7KHVH�UDQJHV�DUH�FRPELQHG�WR�SURGXFH�WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�E\�ZHLJKWLQJ�
WKH�H[SHFWHG�QRPLQDO�UDWHV�RI�UHWXUQ��UHDO�UHWXUQV�DQG�LQIODWLRQ��E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�
SHUFHQWDJH��7KH�WDUJHW�DOORFDWLRQ�DQG�EHVW�HVWLPDWHV�RI�JHRPHWULF�UHDO�UDWHV�RI�UHWXUQ�IRU�HDFK�PDMRU�
DVVHW�FODVV�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH�

([SHFWHG
ORQJ�WHUP

7DUJHW JHRPHWULF
DOORFDWLRQ UDWH�RI�UHWXUQ

6WUDWHJLF�DOORFDWLRQ��ULVN�EDVHG�FODVVHV��
%URDG�JURZWK ���� � ���� �
3ULQFLSDO�SURWHFWLRQ ��� ����
5HDO�UHWXUQ ���� ����
&ULVLV�ULVN�RIIVHW ���� ����

7RWDO�LQYHVWPHQWV ����� �
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�I� 'LVFRXQW�5DWH

7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�QHW�SHQVLRQ�OLDELOLW\�ZDV��������7KH�SURMHFWLRQ�RI�FDVK�IORZV�
XVHG�WR�GHWHUPLQH WKH�GLVFRXQW�UDWH�DVVXPHG�WKDW�HPSOR\HH�FRQWULEXWLRQV�ZLOO�EH�PDGH�DW�WKH�FXUUHQW�
FRQWULEXWLRQ�UDWH�DQG�WKDW�FRQWULEXWLRQV�IURP�WKH�6WDWH�ZLOO�EH�PDGH�DW�VWDWXWRULO\�UHTXLUHG�UDWHV��
DFWXDULDOO\�GHWHUPLQHG��%DVHG�RQ�WKRVH�DVVXPSWLRQV��WKH�SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�ZDV�
SURMHFWHG�WR�EH�DYDLODEOH�WR�PDNH�DOO�SURMHFWHG�IXWXUH�EHQHILW�SD\PHQWV�RI�FXUUHQW�DFWLYH�DQG�LQDFWLYH�
HPSOR\HHV��7KHUHIRUH��WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�DSSOLHG�
WR�DOO�SHULRG�RI�SURMHFWHG�EHQHILW�SD\PHQWV�WR�GHWHUPLQH�WKH�WRWDO�SHQVLRQ�OLDELOLW\�

�J� 6HQVLWLYLW\�RI�WKH�)XQG¶V�3URSRUWLRQDWH�6KDUH�RI�WKH�1HW�3HQVLRQ�/LDELOLW\�WR�&KDQJHV�LQ�WKH
'LVFRXQW�5DWH

7KH�IROORZLQJ�SUHVHQWV�WKH�)XQG¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�FDOFXODWHG XVLQJ�WKH�
GLVFRXQW�UDWH�RI��������DV�ZHOO�DV�ZKDW�WKH�)XQG¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�ZRXOG�
EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV�RQH�SHUFHQWDJH�SRLQW�ORZHU���������RU�RQH�
SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH FXUUHQW�UDWH�

'HFUHDVH 5DWH ,QFUHDVH
������� ������� �������

)XQG¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW
SHQVLRQ�OLDELOLW\ � ��������� ��������� ���������

�K� 3HQVLRQ�3ODQ�)LGXFLDU\�1HW�3RVLWLRQ

7KH�SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�LV�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�XVHG�E\�WKH�SHQVLRQ�SODQ��
7KH�(56�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�XVLQJ�WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ�XQGHU�ZKLFK�
H[SHQVHV�DUH�UHFRUGHG�ZKHQ�WKH�OLDELOLW\�LV�LQFXUUHG��DQG�UHYHQXHV�DUH�UHFRUGHG�LQ�WKH�DFFRXQWLQJ
SHULRG�LQ�ZKLFK�WKH\�DUH�HDUQHG�DQG�EHFRPH�PHDVXUDEOH��(PSOR\HU�DQG�PHPEHU�FRQWULEXWLRQV�DUH�
UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�FRQWULEXWLRQV DUH�GXH��%HQHILWV�DQG�UHIXQGV�DUH�UHFRJQL]HG�ZKHQ�
GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�WKH�SODQ��,QYHVWPHQW�SXUFKDVHV�DQG�VDOHV�DUH�
UHFRUGHG�DV�RI�WKHLU�WUDGH�GDWH��$GPLQLVWUDWLYH�H[SHQVHV�DUH�ILQDQFHG�H[FOXVLYHO\�ZLWK�LQYHVWPHQW�
LQFRPH�

7KHUH�ZHUH�QR�VLJQLILFDQW�FKDQJHV�DIWHU�WKH�UHSRUW�PHDVXUHPHQW�GDWH��'HWDLOHG�LQIRUPDWLRQ�DERXW�WKH�
SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�LV�DYDLODEOH�LQ�WKH�VHSDUDWHO\�LVVXHG�(56�ILQDQFLDO�UHSRUW��(56¶V�
FRPSOHWHG�ILQDQFLDO�VWDWHPHQWV�DUH�DYDLODEOH�DW�KWWS���ZZZ�HUV�HKDZDLL�JRY�

3RVW�5HWLUHPHQW�+HDOWK�&DUH�DQG�/LIH�,QVXUDQFH�%HQHILWV

�L� 3ODQ�'HVFULSWLRQ

7KH�6WDWH�SURYLGHV�FHUWDLQ�KHDOWK�FDUH�DQG�OLIH�LQVXUDQFH�EHQHILWV�WR�DOO�TXDOLILHG�HPSOR\HHV��3XUVXDQW�
WR�$FW�����6/+�RI�������WKH�6WDWH�FRQWULEXWHV�WR�WKH�(87)��DJHQW�PXOWLSOH�HPSOR\HU� GHILQHG�EHQHILW�
SODQ�WKDW�UHSODFH�WKH�+DZDLL�3XEOLF�(PSOR\HHV�+HDOWK�)XQG�HIIHFWLYH�-XO\ ���������7KH�(87)�ZDV�
HVWDEOLVKHG�WR�SURYLGH�D�VLQJOH�GHOLYHU\�V\VWHP�RI�KHDOWK�EHQHILWV�IRU�VWDWH�DQG�FRXQW\�ZRUNHUV��UHWLUHHV��
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DQG�WKHLU�GHSHQGHQWV��7KH�(87)�LVVXHV�DQ�DQQXDO�ILQDQFLDO�UHSRUW�WKDW�LV�DYDLODEOH�WR�WKH�SXEOLF��7KDW�
UHSRUW�PD\�EH�REWDLQHG�E\�ZULWLQJ�WR�WKH�(87)�DW�32�%R[�������+RQROXOX��+DZDLL������������

)RU�HPSOR\HHV�KLUHG�EHIRUH�-XO\ ���������WKH�6WDWH�SD\V�WKH�HQWLUH�PRQWKO\�FRQWULEXWLRQ�IRU�HPSOR\HHV�
UHWLULQJ�ZLWK��� \HDUV�RU�PRUH�RI�FUHGLWHG�VHUYLFH��DQG�����RI�WKH�EDVH�PRQWKO\�FRQWULEXWLRQ�IRU�
HPSOR\HHV�UHWLULQJ�ZLWK�IHZHU�WKDQ��� \HDUV�RI�FUHGLWHG�VHUYLFH��$�UHWLUHH�FDQ�HOHFW�D�IDPLO\�SODQ�WR�
FRYHU�GHSHQGHQWV�

)RU�HPSOR\HHV�KLUHG�DIWHU�-XQH ���������EXW�EHIRUH�-XO\ ���������DQG�ZKR�UHWLUH�ZLWK�OHVV�WKDQ�
�� \HDUV�RI�VHUYLFH��WKH�6WDWH�PDNHV�QR�FRQWULEXWLRQV��)RU�WKRVH�UHWLULQJ�ZLWK�DW�OHDVW�WHQ \HDUV�EXW�
IHZHU�WKDQ �� \HDUV�RI�VHUYLFH��WKH�6WDWH�SD\V�����RI�WKH�EDVH�PRQWKO\�FRQWULEXWLRQ��)RU�WKRVH�UHWLULQJ�
ZLWK�DW�OHDVW �� \HDUV�EXW�IHZHU�WKDQ��� \HDUV�RI�VHUYLFH��WKH�6WDWH�SD\V�����RI�WKH�EDVH�PRQWKO\�
FRQWULEXWLRQ��)RU�WKRVH�HPSOR\HHV�UHWLULQJ�ZLWK�DW�OHDVW��� \HDUV�RI�VHUYLFH��WKH�6WDWH�SD\V������RI�WKH�
EDVH�PRQWKO\�FRQWULEXWLRQ��5HWLUHHV�LQ�WKLV�FDWHJRU\�FDQ�HOHFW�D�IDPLO\�SODQ�WR�FRYHU�GHSHQGHQWV�

)RU�HPSOR\HHV�KLUHG�RQ�RU�DIWHU�-XO\ ���������DQG�ZKR�UHWLUH�ZLWK�OHVV�WKDQ�WHQ�\HDUV�RI�VHUYLFH��WKH�
6WDWH�PDNHV�QR�FRQWULEXWLRQV��)RU�WKRVH�UHWLULQJ�ZLWK�DW�OHDVW WHQ \HDUV�EXW�IHZHU�WKDQ��� \HDUV�RI�
VHUYLFH��WKH�6WDWH�SD\V�����RI�WKH�EDVH�PRQWKO\�FRQWULEXWLRQ��)RU�WKRVH�UHWLULQJ�ZLWK�DW�OHDVW��� \HDUV�
EXW�IHZHU�WKDQ��� \HDUV�RI�VHUYLFH��WKH�6WDWH�SD\V�����RI�WKH�EDVH�PRQWKO\�FRQWULEXWLRQ��)RU�WKRVH�
HPSOR\HHV�UHWLULQJ�ZLWK�DW OHDVW �� \HDUV�RI�VHUYLFH��WKH�6WDWH�SD\V������RI�WKH�EDVH�PRQWKO\�
FRQWULEXWLRQ��2QO\�VLQJOH�SODQ�FRYHUDJH�LV�SURYLGHG�IRU�UHWLUHHV�LQ�WKLV�FDWHJRU\��5HWLUHHV�FDQ�HOHFW�
IDPLO\�FRYHUDJH�EXW�PXVW�SD\�WKH�GLIIHUHQFH�

$W�-XO\ ���������WKH�6WDWH¶V�SODQ�PHPEHUV FRYHUHG�E\�EHQHILW�WHUPV�FRQVLVWHG�RI�WKH�IROORZLQJ�

,QDFWLYH�SODQ�PHPEHUV�RU�EHQHILFLDULHV�FXUUHQWO\�UHFHLYLQJ�EHQHILWV ������
,QDFWLYH�SODQ�PHPEHUV�HQWLWOHG�WR�EXW�QRW�\HW�UHFHLYLQJ�EHQHILWV �����
$FWLYH�SODQ�PHPEHUV ������

7RWDO�SODQ�PHPEHUV ������

�M� &RQWULEXWLRQV

&RQWULEXWLRQV�DUH�JRYHUQHG�E\�+56�&KDSWHU���$�DQG�PD\�EH�DPHQGHG�WKURXJK�OHJLVODWLRQ�
&RQWULEXWLRQV�WR�WKH�23(% SODQ�IURP�WKH�6WDWH�ZHUH�DSSUR[LPDWHO\������������� IRU�WKH�ILVFDO�\HDU�
HQGHG�-XQH ����������RI�ZKLFK�WKH�)XQG¶V�VKDUH�ZDV����������

�N� 23(%�/LDELOLWLHV��23(%�([SHQVH��DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�,QIORZV�RI�
5HVRXUFHV�5HODWHG�WR�23(%

$W�-XQH ����������WKH�6WDWH�UHSRUWHG�D�QHW�23(%�OLDELOLW\�RI�DSSUR[LPDWHO\������ ELOOLRQ��RI�ZKLFK�WKH�
)XQG¶V�SURSRUWLRQDWH�VKDUH�ZDV�������������7KH�QHW�23(%�OLDELOLW\�ZDV�PHDVXUHG�DV�RI�-XQH ����������
DQG�WKH�WRWDO�23(% OLDELOLW\�XVHG�WR�FDOFXODWH�WKH�QHW�23(% OLDELOLW\�ZDV�GHWHUPLQHG�E\�DQ�DFWXDULDO�
YDOXDWLRQ�DV�RI�WKDW�GDWH�
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7KHUH�ZHUH�QR�FKDQJHV�EHWZHHQ�WKH�PHDVXUHPHQW�GDWH��-XO\ ���������DQG�WKH�UHSRUWLQJ�GDWH��-XQH ����
������WKDW�DUH�H[SHFWHG�WR�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�QHW�23(%�OLDELOLW\�

)RU�WKH�\HDU�HQGHG�-XQH ����������WKH�6WDWH�UHFRJQL]HG�23(%�H[SHQVH�RI�DSSUR[LPDWHO\�
������������ RI�ZKLFK�WKH�)XQG¶V�SURSRUWLRQDWH�VKDUH�ZDV�����������$W�-XQH ����������WKH�)XQG�
UHSRUWHG�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(%�IURP�WKH�
IROORZLQJ�VRXUFHV�

'HIHUUHG 'HIHUUHG
RXWIORZV�RI LQIORZV�RI
UHVRXUFHV UHVRXUFHV

'LIIHUHQFH�EHWZHHQ�H[SHFWHG�DQG�DFWXDO�H[SHULHQFH � ² ���������
1HW�GLIIHUHQFH�EHWZHHQ�SURMHFWHG�DQG�DFWXDO�HDUQLQJV�RQ

23(%�SODQ�LQYHVWPHQWV ² ��������
&KDQJHV�LQ�DVVXPSWLRQV ������ ²
)XQG�FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH ������� ²

7RWDO � ������� ���������

7KH��������� UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(% UHVXOWLQJ�IURP�WKH�)XQG¶V�
FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH�ZLOO�EH�UHFRJQL]HG�DV�D�UHGXFWLRQ�RI�WKH�QHW�23(%
OLDELOLW\�LQ�WKH�\HDU�HQGHG�-XQH ����������2WKHU�DPRXQWV�UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�
DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(% ZLOO�EH�UHFRJQL]HG�LQ�23(% H[SHQVH�DV�IROORZV�

<HDU�HQGLQJ�-XQH����
���� � ��������
���� ��������
���� ��������
���� ��������
���� ��������
7KHUHDIWHU ������

� ���������
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�O� $FWXDULDO�$VVXPSWLRQV

7KH�WRWDO�23(%�OLDELOLW\�LQ�WKH�-XO\ ������� DFWXDULDO�YDOXDWLRQ�ZDV�GHWHUPLQHG�XVLQJ�WKH�IROORZLQJ�
DFWXDULDO�DVVXPSWLRQV�DGRSWHG�E\�WKH�%RDUG�RI�7UXVWHHV�RI�WKH�+DZDLL�(PSOR\HU�8QLRQ�+HDOWK�%HQHILWV�
7UXVW�)XQG�RI�WKH�6WDWH�RI�+DZDLL��RQ�-DQXDU\ ���������EDVHG�RQ�WKH�H[SHULHQFH�VWXG\�FRYHULQJ�WKH�
ILYH�\HDU�SHULRG�HQGHG�-XQH ���������

,QIODWLRQ �����
6DODU\�LQFUHDVHV ������WR�������LQFOXGLQJ�LQIODWLRQ
'LVFRXQW�UDWH �����
,QYHVWPHQW�UDWH�RI�UHWXUQ �����

+HDOWKFDUH�FRVW�WUHQG�UDWHV�
332 ,QLWLDO�UDWH�RI���������GHFOLQLQJ�WR�D�UDWH�RI������

DIWHU����\HDUV
+02 ,QLWLDO�UDWH�RI���������GHFOLQLQJ�WR�D�UDWH�RI������

DIWHU����\HDUV
3DUW�%�	�%DVH�0RQWKO\�&RQWULEXWLRQ��%0&� ,QLWLDO�UDWH�RI�������DQG��������GHFOLQLQJ�WR�D

UDWH�RI�������DIWHU����\HDUV

'HQWDO ,QLWLDO�UDWHV�RI�������IRU�ILUVW�WKUHH�\HDUV��IROORZHG
E\������

9LVLRQ ,QLWLDO�UDWHV�RI�������IRU�ILUVW�WKUHH�\HDUV��IROORZHG
E\������

/LIH�LQVXUDQFH �����
3DUWLFLSDWLRQ�UDWHV ����KHDOWKFDUH�SDUWLFLSDWLRQ�DVVXPSWLRQ�IRU�UHWLUHHV�WKDW�UHFHLYH������RI

WKH�%0&��+HDOWKFDUH�SDUWLFLSDWLRQ�RI�����������DQG�����IRU�UHWLUHHV
WKDW�UHFHLYH����������RU�����RI�WKH�%0&��UHVSHFWLYHO\�������IRU�OLIH
LQVXUDQFH�DQG�����IRU�0HGLFDUH�3DUW�%�

 %OHQGHG�UDWHV�IRU�PHGLFDO�DQG�SUHVFULSWLRQ�GUXJ

0RUWDOLW\�UDWHV�DUH�EDVHG�RQ�V\VWHP�VSHFLILF�PRUWDOLW\�WDEOHV�XWLOL]LQJ�VFDOH�%%�WR�SURMHFW�JHQHUDWLRQDO�
PRUWDOLW\�LPSURYHPHQW�
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7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�23(%�SODQ�LQYHVWPHQWV�ZDV�GHWHUPLQHG�XVLQJ�D�
EXLOGLQJ�EORFN�PHWKRG�LQ�ZKLFK�EHVW�HVWLPDWH�UDQJHV�RI�H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ��H[SHFWHG�
UHWXUQV��QHW�RI�23(%�SODQ�LQYHVWPHQW�H[SHQVH�DQG�LQIODWLRQ��DUH�GHYHORSHG�IRU�HDFK�PDMRU�DVVHW�FODVV�
7KHVH�UDQJHV�DUH�FRPELQHG�WR�SURGXFH�WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�E\�ZHLJKWLQJ�WKH�
H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ�E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�SHUFHQWDJH�DQG�E\�DGGLQJ�H[SHFWHG�
LQIODWLRQ� 7KH�WDUJHW�DOORFDWLRQ�DQG�EHVW�HVWLPDWHV�RI�DULWKPHWLF�UHDO�UDWHV�RI�UHWXUQ�IRU�HDFK�DVVHW�FODVV�
DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH�

/RQJ�WHUP
H[SHFWHG

7DUJHW UHDO�UDWH
$VVHW�FODVV DOORFDWLRQ RI�UHWXUQ

8�6��HTXLW\ ���� � ���� �
,QWHUQDWLRQDO�HTXLW\ ���� ����
8�6��PLFURFDS ��� ����
3ULYDWH�HTXLW\ ���� ����
&RUH�UHDO�HVWDWH ���� ����
3ULYDWH�FUHGLW ��� ����
*OREDO�RSWLRQV ��� ����
&RUH�ERQGV ��� ����
/RQJ�WUHDVXULHV ��� ����
7UHQG�IROORZLQJ ��� ����
$OWHUQDWLYH�5LVN�3UHPLD ��� ����
7,36 ��� ����

7RWDO�LQYHVWPHQWV ����� �

�P� 6LQJOH�'LVFRXQW�5DWH

7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�QHW�23(%�OLDELOLW\�ZDV��������EDVHG�RQ�WKH�H[SHFWHG�UDWH�RI�
UHWXUQ�RQ�23(%�SODQ�LQYHVWPHQWV�RI������� %HJLQQLQJ�ZLWK�WKH�ILVFDO�\HDU������FRQWULEXWLRQ��WKH�
6WDWH¶V�IXQGLQJ�SROLF\�LV�WR�SD\�WKH�UHFRPPHQGHG�DFWXDULDOO\�GHWHUPLQHG�FRQWULEXWLRQ��ZKLFK�LV�EDVHG�
RQ�OD\HUHG��FORVHG�DPRUWL]DWLRQ�SHULRGV� %DVHG�RQ�WKRVH�DVVXPSWLRQV��WKH�23(%�SODQ¶V�ILGXFLDU\�QHW�
SRVLWLRQ�ZDV�SURMHFWHG�WR�EH�DYDLODEOH�WR�PDNH�DOO�SURMHFWHG�IXWXUH�EHQHILW�SD\PHQWV�RI�FXUUHQW�DFWLYH�
DQG�LQDFWLYH�SODQ�PHPEHUV� 7KHUHIRUH��WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�23(%�SODQ�
LQYHVWPHQWV�ZDV DSSOLHG�WR�DOO�SHULRGV�RI�SURMHFWHG�EHQHILW�SD\PHQWV�WR�GHWHUPLQH�WKH�WRWDO�23(%�
OLDELOLW\�

�Q� 23(%�3ODQ�)LGXFLDU\�1HW�3RVLWLRQ

7KH�23(%�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�KDV�EHHQ�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�XVHG�E\�WKH�23(%�
SODQ� 7KH�(87)¶V�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�XVLQJ�WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ�XQGHU�ZKLFK�
UHYHQXHV�DUH�UHFRUGHG�ZKHQ�HDUQHG�DQG�H[SHQVHV�DUH�UHFRUGHG�DW�WKH�WLPH�OLDELOLWLHV�DUH�LQFXUUHG��
UHJDUGOHVV�RI�WKH�WLPLQJ�RI�WKH�FDVK�IORZV� (PSOR\HU�FRQWULEXWLRQV�DUH�UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�
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WKH�FRQWULEXWLRQV�DUH�GXH� %HQHILWV�DQG�UHIXQGV�DUH UHFRJQL]HG�ZKHQ�GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�
ZLWK�WKH�WHUPV�RI�WKH�SODQ� ,QYHVWPHQW�SXUFKDVHV�DQG�VDOHV�DUH�UHFRUGHG�RQ�D�WUDGH�GDWH�EDVLV�
$GPLQLVWUDWLYH�H[SHQVHV�DUH�ILQDQFHG�H[FOXVLYHO\�ZLWK�LQYHVWPHQW�LQFRPH�

7KHUH�ZHUH�QR�VLJQLILFDQW�FKDQJHV�DIWHU�WKH�UHSRUW�PHDVXUHPHQW�GDWH� 'HWDLOHG�LQIRUPDWLRQ�DERXW�WKH�
23(%�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�LV�DYDLODEOH�LQ�WKH�VHSDUDWHO\�LVVXHG�(87)�ILQDQFLDO�UHSRUW� (87)¶V�
FRPSOHWH�ILQDQFLDO�VWDWHPHQWV�DUH�DYDLODEOH�DW�KWWS���HXWI�KDZDLL�JRY�

�R� 6HQVLWLYLW\�RI�WKH�1HW�23(%�/LDELOLW\�WR�&KDQJHV�LQ�WKH�'LVFRXQW�5DWH�DQG�+HDOWKFDUH�&RVW�
7UHQG�5DWHV

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�)XQG¶V�QHW�23(%�OLDELOLW\�FDOFXODWHG�XVLQJ�WKH�GLVFRXQW�UDWH�RI��������
DV�ZHOO�DV�ZKDW�WKH�)XQG¶V�QHW�23(%�OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV�
RQH�SHUFHQWDJH�SRLQW�ORZHU���������RU�RQH�SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH�FXUUHQW�GLVFRXQW�
UDWH�

'HFUHDVH 'LVFRXQW�UDWH ,QFUHDVH
������� ������� �������

)XQG¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW
23(%�OLDELOLW\ � ��������� ��������� ���������

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�)XQG¶V�QHW�23(%�OLDELOLW\�FDOFXODWHG�XVLQJ�WKH�DVVXPHG�KHDOWKFDUH�
FRVW�WUHQG�UDWH��DV�ZHOO�DV�ZKDW�WKH�)XQG¶V�QHW�23(%�OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�WKH�
WUHQG�UDWH�WKDW�LV�RQH�SHUFHQWDJH�SRLQW�ORZHU�RU�RQH�SHUFHQWDJH�SRLQW�KLJKHU�WKDQ�WKH�FXUUHQW�KHDOWKFDUH�
FRVW�WUHQG�UDWH�

����� +HDOWKFDUH �����
'HFUHDVH WUHQG�UDWH ,QFUHDVH

)XQG¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW
23(%�OLDELOLW\ � ��������� ��������� ���������

��� &RPPLWPHQWV�DQG�&RQWLQJHQFLHV

$FFXPXODWHG�6LFN�/HDYH�3D\

6LFN�OHDYH�DFFXPXODWHV�DW�WKH�UDWH�RI�RQH�DQG�WKUHH�TXDUWHUV�ZRUNLQJ�GD\V�IRU�HDFK�PRQWK�RI�VHUYLFH�
ZLWKRXW�OLPLW��EXW�PD\�EH�WDNHQ�RQO\�LQ�WKH�HYHQW�RI�LOOQHVV�DQG�LV�QRW�FRQYHUWLEOH�WR�SD\�XSRQ�WHUPLQDWLRQ�RI�
HPSOR\PHQW��+RZHYHU��DQ�HPSOR\HH�ZKR�UHWLUHV�RU�OHDYHV�JRYHUQPHQW�VHUYLFH�LQ�JRRG�VWDQGLQJ�ZLWK�
�� GD\V�RU�PRUH�RI�XQXVHG�VLFN�OHDYH�LV�HQWLWOHG�WR�DGGLWLRQDO�VHUYLFH�FUHGLW�LQ�WKH�(56��$V�RI�-XQH ����
������DFFXPXODWHG�VLFN�OHDYH�ZDV�DSSUR[LPDWHO\����������



67$7(�2)�+$:$,,
'(3$570(17�2)�$&&2817,1*�$1'�*(1(5$/�6(59,&(6

67$7(�02725�322/�5(92/9,1*�)81'

1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

-XQH ��������

��

/LWLJDWLRQ

7KH�)XQG�LV�D�SDUW\�WR�YDULRXV�OHJDO�SURFHHGLQJV��WKH�RXWFRPH�RI�ZKLFK��LQ�WKH�RSLQLRQ�RI�PDQDJHPHQW��ZLOO�
QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�)XQG¶V�ILQDQFLDO�SRVLWLRQ��/RVVHV��LI�DQ\��ZLOO�HLWKHU�EH�FRYHUHG�E\�
LQVXUDQFH�RU�SDLG�IURP�OHJLVODWLYH�DSSURSULDWLRQV�RI�WKH�6WDWH¶V�*HQHUDO�)XQG�

��� 5LVN�0DQDJHPHQW

7KH�)XQG�LV�H[SRVHG�WR�YDULRXV�ULVNV�RI�ORVV�UHODWHG�WR�WRUWV��WKHIW�RI��GDPDJH�WR��RU�GHVWUXFWLRQ�RI�DVVHWV��
HUURUV�RU�RPLVVLRQV��DQG�ZRUNHUV¶ FRPSHQVDWLRQ�

�D� 3URSHUW\�DQG�/LDELOLW\�,QVXUDQFH

$V�SDUW�RI�WKH�6WDWH�'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��WKH�)XQG�LV�LQVXUHG�XQGHU�WKH�
6WDWH�DV�IROORZV��7KH�6WDWH�JHQHUDOO\�UHWDLQV�WKH�ILUVW������������SHU�RFFXUUHQFH�RI�SURSHUW\�ORVVHV��WKH�
ILUVW������������ZLWK�UHVSHFW�WR�JHQHUDO�OLDELOLW\�FODLPV��DQG�WKH�ILUVW����������RI�ORVVHV�GXH�WR�FULPH��
/RVVHV�LQ�H[FHVV�RI�WKRVH�UHWHQWLRQ�DPRXQWV�DUH�LQVXUHG�ZLWK�FRPPHUFLDO�LQVXUDQFH�FDUULHUV��7KH�OLPLW�
SHU�RFFXUUHQFH�IRU�SURSHUW\�ORVVHV�LV���������������H[FHSW�IRU�WHUURULVP��ZKLFK�LV�������������SHU�
RFFXUUHQFH��7KH�DQQXDO�DJJUHJDWH�IRU�JHQHUDO�OLDELOLW\�ORVVHV�LV������������SHU�RFFXUUHQFH�DQG�IRU�
FULPH�ORVVHV��WKH�OLPLW�SHU�RFFXUUHQFH�LV�������������ZLWK�QR�DJJUHJDWH�OLPLW��7KH�6WDWH�DOVR�KDV�DQ�
LQVXUDQFH�SROLF\�WR�FRYHU�PHGLFDO�PDOSUDFWLFH�ULVN�LQ�WKH�DPRXQW�RI�������������SHU�RFFXUUHQFH�DQG�
������������LQ�WKH�DJJUHJDWH��7KH�6WDWH�LV�JHQHUDOO\�VHOI�LQVXUHG�IRU�ZRUNHUV¶ FRPSHQVDWLRQ�DQG�
DXWRPRELOH�FODLPV�

7KH�HVWLPDWHG�UHVHUYH�IRU�ORVVHV�DQG�ORVV�DGMXVWPHQW�FRVWV�LQFOXGHV�WKH�DFFXPXODWLRQ�RI�HVWLPDWHV�IRU�
ORVVHV�DQG�FODLPV�UHSRUWHG�SULRU�WR�ILVFDO�\HDU�HQG��QRQLQFUHPHQWDO�HVWLPDWHV��EDVHG�RQ�SURMHFWLRQV�RI
KLVWRULFDO�GHYHORSPHQWV��RI�FODLPV�LQFXUUHG�EXW�QRW�UHSRUWHG��DQG�QRQLQFUHPHQWDO�HVWLPDWHV�RI�FRVWV�IRU�
LQYHVWLJDWLQJ�DQG�DGMXVWLQJ�DOO�LQFXUUHG�DQG�XQDGMXVWHG�FODLPV��$PRXQWV�UHSRUWHG�DUH�VXEMHFW�WR�WKH�
LPSDFW�RI�IXWXUH�FKDQJHV�LQ�HFRQRPLF�DQG�VRFLDO�FRQGLWLRQV��7KH�6WDWH�EHOLHYHV�WKDW��JLYHQ�WKH�LQKHUHQW�
YDULDELOLW\�LQ�DQ\�VXFK�HVWLPDWHV��WKH�UHVHUYHV�DUH�ZLWKLQ�D�UHDVRQDEOH�DQG�DFFHSWDEOH�UDQJH�RI�
DGHTXDF\��5HVHUYHV�DUH�FRQWLQXDOO\�PRQLWRUHG�DQG�UHYLHZHG��DQG�DV�VHWWOHPHQWV�DUH�PDGH�DQG�
UHVHUYHV�DGMXVWHG��WKH�GLIIHUHQFHV�DUH�UHSRUWHG�LQ�FXUUHQW�RSHUDWLRQV��$�OLDELOLW\�IRU�D�FODLP�LV�
HVWDEOLVKHG�LI�LQIRUPDWLRQ�LQGLFDWHV�WKDW�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�DW�WKH�GDWH�RI�WKH�
EDVLF�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�DPRXQW�RI�WKH�ORVV�LV�UHDVRQDEO\�HVWLPDEOH�

�E� :RUNHU¶V�&RPSHQVDWLRQ�5HVHUYH

7KH�)XQG�LV�IXOO\�VHOI�LQVXUHG�IRU�ZRUNHUV¶ FRPSHQVDWLRQ�DQG�GLVDELOLW\�FODLPV� ZKLFK�DUH�H[SHQVHG�
ZKHQ�LQFXUUHG��7KH�)XQG�SD\V�D�SRUWLRQ�RI�ZDJHV��PHGLFDO�ELOOV��DQG�MXGJPHQWV�DV�VWLSXODWHG�E\�WKH�
'HSDUWPHQW�RI�/DERU�DQG�,QGXVWULDO�5HODWLRQV��DQG�RWKHU�FRVWV�IRU�LQMXUHG�ZRUNHUV��'XULQJ�WKH�\HDU�
HQGHG�-XQH ����������WKHUH�ZHUH�QR�SD\PHQWV�IRU�ZRUNHUV¶ FRPSHQVDWLRQ�FODLPV�DQG�GLVDELOLW\�
H[SHQVHV�



��

,QGHSHQGHQW�$XGLWRUV¶�5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ�
DQG�RQ�&RPSOLDQFH�DQG�2WKHU�0DWWHUV�%DVHG�RQ�DQ�$XGLW�RI�)LQDQFLDO�6WDWHPHQWV�

3HUIRUPHG�LQ�$FFRUGDQFH�:LWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV

7KH�$XGLWRU�
6WDWH�RI�+DZDLL��

:H�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�
DQG�WKH�VWDQGDUGV�DSSOLFDEOH�WR�ILQDQFLDO�DXGLWV�FRQWDLQHG�LQ�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��LVVXHG�E\�WKH�
&RPSWUROOHU�*HQHUDO�RI�WKH�8QLWHG�6WDWHV��WKH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�6WDWH�0RWRU�3RRO�5HYROYLQJ�)XQG�RI�
WKH�'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��6WDWH�RI�+DZDLL��WKH�)XQG���ZKLFK�FRPSULVH�WKH�VWDWHPHQW�
RI�ILQDQFLDO�SRVLWLRQ�DV�RI�-XQH�����������DQG�WKH�UHODWHG�VWDWHPHQWV�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�
SRVLWLRQ�DQG�FDVK�IORZV�IRU�WKH�\HDU�WKHQ�HQGHG��DQG�WKH�UHODWHG�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV��DQG�KDYH�
LVVXHG�RXU�UHSRUW�WKHUHRQ�GDWHG�)HEUXDU\�����������

,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ�

,Q�SODQQLQJ�DQG�SHUIRUPLQJ�RXU�DXGLW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZH�FRQVLGHUHG�WKH�)XQG¶V�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO�UHSRUWLQJ��LQWHUQDO�FRQWURO��WR�GHWHUPLQH�WKH�DXGLW�SURFHGXUHV�WKDW�DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV�
IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�RXU�RSLQLRQ�RQ�WKH�ILQDQFLDO�VWDWHPHQWV��EXW�QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�DQ�
RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�)XQG¶V�LQWHUQDO�FRQWURO��$FFRUGLQJO\��ZH�GR�QRW�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�
HIIHFWLYHQHVV�RI�WKH�)XQG¶V�LQWHUQDO�FRQWURO��

$�GHILFLHQF\�LQ�LQWHUQDO�FRQWURO�H[LVWV�ZKHQ�WKH�GHVLJQ�RU�RSHUDWLRQ�RI�D�FRQWURO�GRHV�QRW�DOORZ�PDQDJHPHQW�RU�
HPSOR\HHV��LQ�WKH�QRUPDO�FRXUVH�RI�SHUIRUPLQJ�WKHLU�DVVLJQHG�IXQFWLRQV��WR�SUHYHQW��RU�GHWHFW�DQG�FRUUHFW��
PLVVWDWHPHQWV�RQ�D�WLPHO\�EDVLV��$�PDWHULDO�ZHDNQHVV�LV�D�GHILFLHQF\��RU�FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�LQWHUQDO�
FRQWURO��VXFK�WKDW�WKHUH�LV�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�D�PDWHULDO�PLVVWDWHPHQW�RI�WKH�HQWLW\¶V�ILQDQFLDO�
VWDWHPHQWV�ZLOO�QRW�EH�SUHYHQWHG��RU�GHWHFWHG�DQG�FRUUHFWHG�RQ�D�WLPHO\�EDVLV��$�VLJQLILFDQW�GHILFLHQF\�LV�D�
GHILFLHQF\��RU�D�FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�LQWHUQDO�FRQWURO�WKDW�LV�OHVV�VHYHUH�WKDQ�D�PDWHULDO�ZHDNQHVV��\HW�
LPSRUWDQW�HQRXJK�WR�PHULW�DWWHQWLRQ�E\�WKRVH�FKDUJHG�ZLWK�JRYHUQDQFH��

2XU�FRQVLGHUDWLRQ�RI�LQWHUQDO�FRQWURO�ZDV�IRU�WKH�OLPLWHG�SXUSRVH�GHVFULEHG�LQ�WKH�ILUVW�SDUDJUDSK�RI�WKLV�VHFWLRQ�
DQG�ZDV�QRW�GHVLJQHG�WR�LGHQWLI\�DOO�GHILFLHQFLHV�LQ�LQWHUQDO�FRQWURO�WKDW�PLJKW�EH�PDWHULDO�ZHDNQHVVHV�RU�
VLJQLILFDQW�GHILFLHQFLHV��*LYHQ�WKHVH�OLPLWDWLRQV��GXULQJ�RXU�DXGLW��ZH�GLG�QRW�LGHQWLI\�DQ\�GHILFLHQFLHV�LQ�LQWHUQDO�
FRQWURO�WKDW�ZH�FRQVLGHU�WR�EH�PDWHULDO�ZHDNQHVVHV��+RZHYHU��PDWHULDO�ZHDNQHVVHV�PD\�H[LVW�WKDW�KDYH�QRW�
EHHQ�LGHQWLILHG��

&RPSOLDQFH�DQG�2WKHU�0DWWHUV�

$V�SDUW�RI�REWDLQLQJ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�)XQG¶V�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�IURP�PDWHULDO�
PLVVWDWHPHQW��ZH�SHUIRUPHG�WHVWV�RI�LWV�FRPSOLDQFH�ZLWK�FHUWDLQ�SURYLVLRQV�RI�ODZV��UHJXODWLRQV��FRQWUDFWV��DQG�
JUDQW�DJUHHPHQWV��LQFOXGLQJ�DSSOLFDEOH�SURYLVLRQV�RI�WKH�+DZDLL�3XEOLF�3URFXUHPHQW�&RGH��&KDSWHU����'��
+DZDLL�5HYLVHG�6WDWXWHV��DQG�SURFXUHPHQW�UXOHV��GLUHFWLYHV��DQG�FLUFXODUV��QRQFRPSOLDQFH�ZLWK�ZKLFK�FRXOG�
KDYH�D�GLUHFW�DQG�PDWHULDO�HIIHFW�RQ�WKH�GHWHUPLQDWLRQ�RI�ILQDQFLDO�VWDWHPHQW�DPRXQWV��+RZHYHU��SURYLGLQJ�DQ�
RSLQLRQ�RQ�FRPSOLDQFH�ZLWK�WKRVH�SURYLVLRQV�ZDV�QRW�DQ�REMHFWLYH�RI�RXU�DXGLW��DQG�DFFRUGLQJO\��ZH�GR�QRW�
H[SUHVV�VXFK�DQ�RSLQLRQ��7KH�UHVXOWV�RI�RXU�WHVWV�GLVFORVHG�QR�LQVWDQFHV�RI�QRQFRPSOLDQFH�RU�RWKHU�PDWWHUV�WKDW�
DUH�UHTXLUHG�WR�EH�UHSRUWHG�XQGHU�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��



��

3XUSRVH�RI�WKLV�5HSRUW�

7KH�SXUSRVH�RI�WKLV�UHSRUW�LV�VROHO\�WR�GHVFULEH�WKH�VFRSH�RI�RXU�WHVWLQJ�RI�LQWHUQDO�FRQWURO�DQG�FRPSOLDQFH�DQG�
WKH�UHVXOWV�RI�WKDW�WHVWLQJ��DQG�QRW�WR�SURYLGH�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�)XQG¶V�LQWHUQDO�FRQWURO�RU�RQ�
FRPSOLDQFH��7KLV�UHSRUW�LV�DQ�LQWHJUDO�SDUW�RI�DQ�DXGLW�SHUIRUPHG�LQ�DFFRUGDQFH�ZLWK�*RYHUQPHQW�$XGLWLQJ�
6WDQGDUGV�LQ�FRQVLGHULQJ�WKH�)XQG¶V�LQWHUQDO�FRQWURO�DQG�FRPSOLDQFH��$FFRUGLQJO\��WKLV�FRPPXQLFDWLRQ�LV�QRW�
VXLWDEOH�IRU�DQ\�RWKHU�SXUSRVH��

+RQROXOX��+DZDLL�
)HEUXDU\����������
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